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What’s 
„ News „ 

Business d Finance 

♦ 

J &F Investimentos, the 

holding company that 
controls JBS, agreed to pay 
$3.2 billion to settle cor- 
ruption investigations, Bra- 
zilian prosecutors said. A1 

♦ China's sovereign- 
wealth fund is in ad- 
vanced talks to purchase a 
European warehouse com- 
pany from Blackstone in a 
$13.4 billion deal. B5 

♦ Uber fired Anthony Le- 
vandowski, its top driver- 
less-car executive, in a bid 
to contain a spiraling legal 
battle with Alphabet. B4 

♦ Women CEOs at some 
of the largest U.S. compa- 
nies repeatedly outearn 
their male counterparts, 
an analysis showed. B1 

♦ The yuan surged to its 

highest level against the 
dollar in six months in 
offshore markets. B1 

♦ Toshiba made a legal 

concession to Western 
Digital in a bid to acceler- 
ate the sale of its lucrative 
memory-chip unit. B4 

♦ Indian mobile -payments 
app Paytm has a new tar- 
get after proving itself 
more popular than credit 
cards: cash. B1 

♦ RHB Bank and AMMB 
Holdings are considering a 
merger that will create 
Malaysia's third-largest 
banking group. B5 

♦ Investors have been 

rushing into eurozone 
debt of late, and Portugal 
is emerging as the rally's 
surprising star. B8 

World-Wide 

♦ 

♦ A truck packed with ex- 
plosives exploded near heav- 
ily fortified embassies and 
military bases in Kabul, kill- 
ing at least 80 people in the 
latest attack by militants. A1 

♦ Trump is leaning toward 
unwinding emissions reduc- 
tions that the U.S. agreed to 
as part of the 2015 Paris cli- 
mate accord, White House 
officials said. A1 

♦ Russia launched four 

cruise missiles at Islamic 
State targets in Syria from 
a warship and submarine 
in the Mediterranean. A4 

♦ The EU's executive arm 

outlined a process to 
strengthen the eurozone, 
including a budget overseen 
by a common treasury. A5 

♦ Australia's domestic spy 

chief dismissed claims that 
Muslim refugees and their 
children are to blame for a 
rise in terrorist incidents. A4 

♦ A labor-rights group 

said it lost contact with 
three undercover investiga- 
tors who worked at Chinese 
factories making Ivanka 
Trump -brand shoes. A3 

♦ The Supreme Court 

said it would review an 
Ohio procedure that has 
sharply scaled back the 
state's voting ranks. A7 

♦ India said its economy 

grew 6.1% in the first quar- 
ter from a year earlier, the 
weakest expansion in more 
than two years. A3 

♦ The eurozone's an- 
nual rate of inflation fell 
more sharply than ex- 
pected in May. A5 


CONTENTS 

Business News B3 

Capital Account.... A2 

Crossword A12 

Heard on Street.... B8 

Life & Arts A9,12 

Markets B8 


Markets Digest B6 

Middle Seat A12 

Opinion A10-11 

Technology B4 

U.S. News A6-7 

Weather A12 

World News A2-5 


China: RMB28.00; Hong Kong: HK$23.00; 
Indonesia: Rp25,000 (ind PPN); 

Japan: Yen620 (ind JCT); Korea: Won4,000; 
Malaysia: RM7.50; Singapore: S$5.00 (ind GST) 
KDN PP 9315/10/2012 (031275); MCI (P) 
NO. 066/01/2017; SK. MENPEN R.I. NO: 01/ 
SK/MENPEN/SCJJ/1998 TGL. 4 SEPT 1998 


ISSN □377 c nED 



© Copyright 2017 Dow Jones & 
Company. All Rights Reserved 


Amid Rising Profits and a Surging Stock Market, CEOs Cash In 


CEO COMPENSATION (INCLUDING EQUITY AWARDS) IN MILLIONS 
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BIGGEST PAY RAISE 

Hock E. Tan 

Broadcom 

$24.7 million 

Pay Change a 513.3% 

One-Year Shareholder Return +39.3% 


BEST RETURN 
Lisa T. Su 

Advanced Micro Devices 

$11.7 million 


Pay Change a 58.1% 

One-Year Shareholder Return +288.4% 


HIGHEST-PAID WOMAN 

Margaret C. Whitman 

Hewlett Packard Enterprise 

$35.6 million 


Pay Change a 107.5% 

One-Year Shareholder Return +54.5% 


HIGHEST PAID 

Thomas M. Rutledge 

Charter Communications 

$98.5 million 

Pay Change ▲ 502.1% 

One-Year Shareholder Return +42.2% 




CEO COMPENSATION BY SECTOR 

• Lowest pay I Median pay • Highest pay 
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WORST RETURN 

Stephen J. Luczo 

Seagate Technology 

$10.4 million 


Pay Change y-10.5% 

One-Year Shareholder Return -46.0% 


Utilities 
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Industrials 



BIGGEST PAY CUT 
Dara Khosrowshahi 
Expedia 
$2.4 million 


Pay Change y-97.4% 

One-Year Shareholder Return -8.1% 


$9.6 million 

LOWEST PAID 
Lawrence Page 

Alphabet 

$1 

Pay Change 0% 

One-Year Shareholder Return +1.9% 




LOWEST PAID 
John P. Mackey 

Whole Foods Market 

$1 

Pay Change 0% 

One-Year Shareholder Return -6.7% 
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Note: Analysis covered companies filing proxy statements through May 1. Rankings exclude CEOs who changed jobs or run subsidiaries. 

Source: MyLoglQ (compensation); Factset (market data) 

UPWARD: The median pay for CEOs at S&P 500 companies was $11.7 million in 2016, up from $10.8 million the year before and a post- 
recession record, according to a Wall Street Journal analysis. Female CEOs outearn male ones, although women remain greatly outnumbered. B1 


Dead in Kabul Blast 


Scores 

Explosion strikes in the 
city's diplomatic heart; 
hundreds were injured 
while heading to work 

By Jessica Donati 
And Ehsanullah Amiri 


KABUL— A truck packed 
with explosives exploded near 
heavily fortified embassies 
and military bases in the Af- 
ghan capital on Wednesday, 
killing at least 80 people in 
the latest attack by militants 
aimed at destabilizing the 


country's fragile government. 

The death toll from the 
blast was expected to rise as 
more bodies were discovered 
in the debris and collapsed 
buildings. Doctors labored to 
save the lives of more than 
300 people injured in the 
blast, many as they headed to 
work on foot or in buses, wit- 
nesses and Interior Ministry 
officials said. 

Afghans working for gov- 
ernment agencies, media or- 
ganizations and foreign em- 
bassies were among the dead 
in the rush-hour explosion. 
They included 10 Afghan secu- 


rity personnel working for the 
U.S. government, according to 
an internal U.S. State Depart- 
ment update. A driver for the 
Afghan service of the British 
Broadcasting Corp. was also 
killed. 

The Taliban, which has 
waged war against the U.S.- 
backed government for 16 
years, denied responsibility 
for the bombing. There was no 
immediate response to the at- 
tack from its Islamist rival, the 
local branch of Islamic State, 
which in the past year has ex- 
panded its operations beyond 
its stronghold in eastern Nan- 


garhar province and carried 
out large attacks in Kabul. 

The blast came a week be- 
fore the Afghan government of 
President Ashraf Ghani was to 
host a gathering of represen- 
tatives of more than 20 coun- 
tries to discuss political solu- 
tions to the long-running 
conflict with the Taliban. 

It also came amid debate in 
the administration of Presi- 
dent Donald Trump over the 
direction of U.S. policy in Af- 
ghanistan: The Pentagon has 
recommended sending an ad- 
ditional 3,000 U.S. troops to 
Please see BLAST page A2 


Trump 

Weighs 

Loosening 

Climate 

Accord 

By Eli Stokols 
And Bradley Olson 


President Donald Trump is 
leaning toward unwinding 
emissions reductions that the 
U.S. agreed to as part of the 
2015 Paris climate accord, but 
he has yet to make a final de- 
cision on the matter, three 
White House officials 
said Wednesday. 

The president said on Twit- 
ter on Wednesday morning 
that a determination on the 
Paris accord would come "over 
the next few days." 

Under the climate-change 
accord, 190 countries commit- 
ted to cutting greenhouse-gas 
emissions, in an effort to com- 
bat climate change. The agree- 
ment aims to keep average 
global temperatures from ris- 
ing more than 2 degrees Cel- 
sius, or 3.6 degrees Fahrenheit, 
above preindustrial levels. 

Under the agreement, each 
participating country deter- 
mines its own set of emissions 
targets and a plan to reach 
them. The U.S. had pledged to 
cut greenhouse-gas emissions 
by 26% to 28% from 2005 lev- 
els by 2025. The U.S. is the 
world's second-largest emitter 
of carbon, behind only China, 
which has reaffirmed its own 
commitment to meeting its 
targets under the Paris accord. 

According to several admin- 
istration officials and other 
people with direct knowledge 
of the deliberations, Mr. 
Trump is weighing how far to 
go in fulfilling a campaign 
promise that he would pull the 
Please see CLIMATE page A6 


♦ Capital Account: This time, 
Trump is right about trade... A2 


Missile Tensions Grow in Seoul 



DIVIDED GOVERNMENT: South Korea's defense ministry kept the 
country's president in the dark over aspects of a controversial U.S.- 
designed missile-defense system, the president's office said. A3 


FLYNN’S PRO-TURKEY 

WORK: UNFINISHED FILM 

♦ 

Former Trump adviser's contracts the subject of expanding investigation 


By Dion Nissenbaum 


WASHINGTON-Last fall, as retired Lt. 
Gen. Mike Flynn traveled the country stump- 
ing for Donald Trump, his business partner 
holed up in a small Washington hotel room 
with the former head of Turkish military in- 
telligence to work on a special project. 

"General, hi. I'm Bijan Kian, welcome to 
Washington, D.C.," Mr. Kian, the head of Mr. 
Flynn's consulting firm, greeted the Turkish 
dignitary. "Gen. Flynn, my partner, sends his 
regards to you." 

The hotel room meeting was filmed as 
part of a documentary the Flynn Intel Group 
was producing for a Turkish businessman, 
who paid $530,000 to the lobbying shop to 


polish the country's image after a botched 
military coup. That contract has landed Mr. 
Flynn in legal jeopardy. 

The unfinished, never-distributed film, de- 
tails of which haven't been previously re- 
ported, appears to represent the core of the 
Flynn Intel Group's work for Turkish interests. 

The contract is at the heart of an expand- 
ing investigation into Mr. Flynn's business 
dealings. In February the retired three-star 
general was forced to resign, under fire over 
his conflicting statements about his contacts 
with Russian officials before the inaugura- 
tion, after 24 days as Mr. Trump's national 
security adviser. 

Mr. Flynn didn't disclose to the federal 

Please see FLYNN page A 8 


Brazilian 
Company to 
Pay Fine of 
$3.2 Billion 

By Luciana Magalhaes 


SAO PAULO-The holding 
company that controls JBS 
SA, the world's biggest meat 
producer, agreed to pay 10.3 
billion reais ($3.2 billion) as 
part of multiple corruption in- 
vestigations, Brazilian prose- 
cutors said. 

J&F Investimentos accepted 
the agreement with Brazilian 
authorities after the company's 
owners admitted their firm 
paid millions of dollars in 
bribes to government officials 
over several years. 

The holding company will 
pay the fine over 25 years, 
with the first payment ex- 
pected in December, prosecu- 
tors said in a statement late 
Tuesday. 

In an email on Wednesday, 
J&F confirmed that the fine 
Please see JBS page A2 


Honey, Is It Your Turn to Run 

For That Seat in Congress? 

* * * 

A Nebraska couple are debating which one 
of them should make a run at the House 


By Kristina Peterson 

WASHINGTON - Former 
Democratic Rep. Brad Ashford 
is considering mounting a 
challenge to the Republican 
who beat him last fall. So is 
his wife. 

Mr. Ashford and his wife, 
Ann Ferlic Ashford, 
haven't decided yet 
which spouse will 
take on GOP Rep. 

Don Bacon, who is 
representing their 
swing district 
based in Omaha, 

Neb. They have, 
however, consulted their 
friends, three children and as- 
sorted Democratic officials in 
both Nebraska and Washing- 
ton for advice on who is best 
for the challenge. 

"I'm sure they think we're 
crazier than loons because we 



can't make up our minds: is it 
me or Ann? We're going to 
make the right decision," Mr. 
Ashford said. 

The Ashfords' dilemma 
strikes at the intersection of 
21st century politics and mod- 
ern marriage. Their quandary 
is familiar to any couple 
struggling to bal- 
ance the demands 
of two careers. On 
the other hand, 
most spouses aren't 
both considering a 
run for Congress. 

"I'll tell you 
what, it makes fam- 
ily dinners certainly more in- 
teresting than most," said 
John Ashford, a lawyer in the 
public defender's office in 
Omaha and the older of two 
children Mr. Ashford has from 
a previous marriage. "Most 
Please see SPOUSE page A8 


The Ashfords 


Oracle # 1 

SaaS Enterprise 

Applications Revenue 



1,000+ Employees Segment, 2015 


ORACLG 


oracle.com/applications 

Source: IDC "Worldwide SaaS Enterprise Applications Market Shares, 2015: The Top 15 by Buyer Size," 
doc #US41913816, Dec. 2016; Table 4. For the purposes of this report, SaaS enterprise applications include 
the following application markets: CRM, engineering, ERP, operations and manufacturing, and SCM. 
Copyright © 2017, Oracle and/or its affiliates. All rights reserved. 
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WORLD NEWS 


CAPITAL ACCOUNT | By Greg Ip 

This Time, Trump Has a Point About Trade 


Structurally Unbalanced 

The U.S. has run deep deficits on international trade and income since 
the 1980s, mirroring surpluses by first Japan, then China and Germany. 

Percentage of world GDP: 
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Note: 2017 is a projection; current account includes merchandise trade and investment income 
Source: International Monetary Fund THE WALL STREET JOURNAL. 


H President 

Donald Trump 
took his belli- 
cose economic 
agenda on the 
road last 

week, blasting Germany for 
its "very bad” trade sur- 
plus— or "evil” as one Ger- 
man newspaper translated 
it— then repeating the accu- 
sation on Twitter 
back home. 

It was one of several 
slights that prompted Ger- 
man Chancellor Angela 
Merkel to respond frost- 
ily that Europe needed 
to determine its future 
without counting on Ameri- 
can help. 

Yet Ms. Merkel would be 
wise to listen. While Mr. 
Trump gets a lot wrong 
about trade, on this particu- 
lar point he's right. Ger- 
many's current-account sur- 
plus, which combines trade 
and investment income, is 
now the world's largest. 
Along with China's, it is a 
dangerous imbalance that 
leaves others, including the 
U.S. and the rest of Europe, 
worse off. 

It's not just Mr. Trump 
who thinks so. "The criti- 
cism is right. Germany's 
trade surplus is excessive,” 
says Marcel Fratzscher, pres- 
ident of DIW Berlin, a promi- 
nent German think tank. 
Mervyn King, former gover- 
nor of the Bank of England, 
went further, arguing, "Pres- 
ident Trump is right when 
he identifies a problem with 
current international trading 


and monetary relationships.” 

Mr. Trump does misstate 
the problem. It's not, as he 
frequently claims, that a 
trade deficit means one 
country is using protection- 
ist policies to win at an- 
other's expense. Protection- 
ism can change the patterns 
of a country's exports and 
imports, but not the over- 
all balance. 

R ather, deeper eco- 
nomic forces are at 
work. A trade surplus 
means a country consumes 
less than it produces and 
thus saves a lot. A deficit 
means the opposite. This can 
be benign: a country in the 
upswing of the business cy- 
cle, like the U.S., tends to 
have a deficit. A country in 
recession, or with an aging 
population, tends to have a 
surplus. However, the persis- 
tence and magnitude of Chi- 
nese and German sur- 
pluses and U.S. deficits 
suggest actual policy deci- 
sions are at work. 

This comes by interfering 
with currency markets. As 
Mr. King notes, a country 
with a weak economy and a 
trade deficit would expect 
its currency to fall to boost 
exports and restrain im- 
ports. That can't happen if 
exchange rates can't move, 
as is the case with China and 
Germany, though for differ- 
ent reasons. 

China was the largest of a 
group of countries that from 
2003 to 2013 spent more 
than $5 trillion intervening 


in foreign-exchange markets 
to hold down their curren- 
cies and bolster trade sur- 
pluses, according to a new 
book by Fred Bergsten and 
Joseph Gagnon of the Peter- 
son Institute for Interna- 
tional Economics. That drew 


production and jobs from 
deficit countries like the 
U.S., worsening the 2007-09 
recession and holding back 
the subsequent recovery. 
They estimate U.S. employ- 
ment was depressed by more 
than one million jobs be- 


tween 2009 and 2014 as a 
result. 

China's behavior has 
changed in recent years. It 
has allowed its exchange 
rate to appreciate and since 
2014 has intervened to sup- 
port it, and the trade sur- 


plus has shrunk. 

Messrs. Bergsten and Ga- 
gnon suggest a new ap- 
proach to prevent China 
from reverting to its old 
ways: When a country buys 
dollars to hold down its cur- 
rency for competitive advan- 


tage, the U.S. should respond 
proportionately by purchas- 
ing that country's currency. 
They also recommend the 
U.S. go beyond current law, 
which requires the U.S. to 
discourage currency manip- 
ulation in new trade pacts, 
by prohibiting it outright. 

Mr. Trump may seek just 
that in a renegotiated North 
American Free Trade Agree- 
ment. Since neither Mexico 
nor Canada manipulate their 
currencies, this would serve 
as a template for future 
pacts. 

G ermany is a tougher 
challenge. Since 
adopting the euro in 
1999, it hasn't controlled its 
own currency. However, it 
did win competitive advan- 
tage over its neighbors in 
the currency union. Labor- 
market reforms restrained 
domestic wages. In 2007, a 
payroll tax cut, which made 
German labor more competi- 
tive, was financed with an 
increase in the value-added 
tax, which exempted exports. 

In previous eras, those re- 
forms would have pushed 
the deutsche mark 
higher, squeezing Germany's 
trade surplus. Inside the 
euro, though, the burden has 
fallen on Germany's neigh- 
bors, including France, 
to compete by grinding 
down domestic wages and 
prices through high unem- 
ployment and fiscal auster- 
ity. That has kept the entire 
region's economy weak, forc- 
ing the European Central 


Bank to hold down interest 
rates and thus the euro. That 
inflates the entire region's 
trade surplus with the 
world. 

Mr. Fratzscher says the 
problem is not, as Mr. 

Trump claims, that Germany 
exports too much: "You can't 
blame BMW for selling cars 
to American consumers. The 
problem is Germany is im- 
porting too little.” 

In time that can be fixed 
if tight labor markets drive 
up German wages, bolstering 
domestic spending and im- 
ports. To hurry rebalancing, 
outsiders urge the German 
government to borrow and 
spend more, reducing do- 
mestic saving. French Presi- 
dent Emmanuel Macron is 
pressing for a "fiscal union” 
under which Germany back- 
stops more of its neighbors' 
obligations, effectively loos- 
ening the vise of austerity in 
the rest of Europe. 

Neither is appealing to 
Ms. Merkel or austere Ger- 
mans. Mr. King says the euro 
may have to break up into a 
strong currency area led by 
Germany and a weak cur- 
rency area including France. 

Until now, U.S. leaders 
have been too attached to 
the euro to point this out. By 
contrast, Mr. Trump, unbur- 
dened by any commitment 
to the status quo, can en- 
gage in "ruthless truth-tell- 
ing,” as Mr. King puts it. Af- 
ter this past week, though, 
it's doubtful Mr. Ma- 
cron or Ms. Merkel will be in 
any mood to listen. 


German and Chinese current -account surpluses 
are symptoms of damaging imbalances. 



An Afghan man at the site of a blast in Kabul. More than 300 people were injured. 


Embassy of the 
United States 


JBS 

Continued from Page One 
will be paid by the holding 
company, which is controlled 
by the brothers Joesley and 
Wesley Batista. 

J&F has said it is cooperat- 
ing with authorities. 

As part of a plea deal, Jo- 
esley Batista in April told 
prosecutors that his company 
bribed government officials to 
win favorable financing terms 
from state-owned develop- 
ment bank BNDES. 

The agreement with prose- 
cutors, which still needs to be 
signed by J&F and the author- 
ities, will settle several cor- 
ruption investigations, includ- 
ing probes focused on alleged 
pension fund fraud and al- 
leged problems with meat 
sold by JBS. 

Prosecutors had originally 
sought more than 11 billion 
reais from J&F. 

The company gradually 
raised its offer from less than 
1 billion reais. 

The amount to be paid has 
led to speculation that the 
company would need to shed 
assets to make the payments. 
Some bankers have said they 
are already receiving calls from 
potential buyers of J&F assets. 

J&F also owns a bank, one 
of Brazil's largest dairy brands, 
a cleaning-products company, a 
paper-and-pulp company, a 
power plant, and Havaianas, a 
brand of rubber flip-flops im- 
printed with the Brazilian flag. 

Most of the settlement, or 8 
billion reais, will be paid to 
pension funds that invested in 
one of the holding company's 
businesses and to the govern- 
ment, including a federal state 
bank and BNDES. 

The remainder, or 2.3 billion 
reais, will go to social projects, 
in areas such as education, 
health and prevention of cor- 
ruption, authorities said. 

The payment will be ad- 
justed by Brazil's consumer- 
price index, putting the pro- 
jected value to be paid by J&F 
overtime at about 20 billion 
reais, prosecutors said. 


CORRECTIONS d 
AMPLIFICATIONS 


Daniel Roderick left the 
chief executive position at 
Westinghouse Electric Co. 
last year, and he was stripped 
of his chairmanship in March 
2017. A Business Watch article 
on Wednesday about Mr. Rod- 
erick's compensation incor- 
rectly said he was ousted from 
both roles in March. 

Readers can alert The Wall Street 
Journal to any errors in news articles 
by emailing wsjcontact@wsj.com. 


BLAST 

Continued from Page One 
the country to combat the Tal- 
iban and other militant groups 
and to assist the Afghan mili- 
tary. 

With the Taliban and Is- 
lamic State turning increas- 
ingly to vehicle-borne bombs, 
Afghan and foreign officials 
have been bracing for the pos- 
sibility of a large assault on 
the city's busy center. 

Wednesday's blast struck 
near the entrance of the so- 
called Green Zone, sending 
clouds of smoke billowing high 
above the city. The area is the 
diplomatic heart of the capital, 
and encompasses the head- 
quarters of the U.S. military 
here and the U.S. Embassy 
compound. 

An Afghan guard at the 
German Embassy was killed 
and German diplomatic staff 
were injured in the explosion, 
German Foreign Minister Sig- 
mar Gabriel said in Berlin. 

"I was in the makeup room 
preparing for my morning 
show. A huge boom shook the 
room and everything col- 
lapsed. It was terrible,” said 
Taban Ibraz, a presenter for 
Afghan television network 1TV, 
located near the blast. "The 
entire studio, newsroom and 
offices have been destroyed.” 

An employee of Roshan, a 
mobile phone company, said 
many of his colleagues were 
killed and wounded in the 
blast. "The two floors of office 
building collapsed completely 
as a result of the explosion,” 
he said. Then, the "office's 
generators caught fire as 
well.” 

The BBC identified its 
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The Taliban, the country's 
most powerful insurgency, 
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were forced from power by a 
U.S. -led invasion in 2001. The 
Taliban have continued to 
fight against the central gov- 


ernment in Kabul, and in re- 
cent years have increasingly 
used large bombs, including 
truck bombs, to target heavily 
civilian areas of the capital. 

Since the withdrawal of 
thousands of foreign forces 
from Afghanistan in 2014, the 
Taliban have gained territorial 
control or influence in other 
Afghan provinces. Also, the 
group has increasingly tar- 
geted public sites in the capi- 
tal with large bombs, including 
trucks packed with explosives. 

Wednesday's carnage 
marked the first major attack 
on Kabul since March, when 
Islamic State fighters dis- 


guised as doctors broke into a 
military hospital and massa- 
cred scores of people. The fi- 
nal death toll of that assault 
remains unknown, but Afghan 
and foreign officials have said 
more than 100 may have been 
killed. 

Islamic State fighters have 
also mounted attacks else- 
where in Afghanistan, as U.S. 
forces attempt to root them 
out in Nangarhar. 

A suicide bomber blew him- 
self up at the entrance of a 
television station in eastern 
Nangarhar province in mid- 
May, enabling three fellow 
fighters to enter the building. 
A gunfight ensued that left at 
least 10 dead, including the 
four attackers. 

In addition to calling for 
the deployment of more U.S. 
troops in Afghanistan, the 
Pentagon has proposed that 
U.S. forces be allowed to tar- 
get the Taliban directly on 
their own. Currently, under 
procedures approved during 
the administration of former 
President Barack Obama, the 
U.S. can strike the militant 
group only in joint raids with 
Afghan forces. 

There are currently 8,500 
U.S. troops in the country, 
along with 6,500 troops repre- 
senting members of the North 
Atlantic Treaty Organization. 

—Andrea Thomas in Berlin 
and Maria Abi-Habib 
in Beirut 

contributed to this article. 
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Protesters in India Have a Beef With Cattle Rules 



ROUGH DAY: Police in Chennai removed demonstrators during a protest against the government's ban on the sale of cattle for slaughter. 
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WORLD NEWS 

South Korea Military Kept Leader in Dark 



By Jonathan Cheng 


SEOUL— The South Korean 
defense minister deliberately 
withheld from a report to 
President Moon Jae-in the fact 
that additional components of 
a controversial U.S. missile-de- 
fense system had arrived in 
the country the president's of- 
fice said Wednesday. 

The conclusion is likely to 
add more fuel to a monthslong 
controversy over the U.S. mis- 
sile system, called Terminal 
High- Altitude Area Defense, or 
Thaad, at a time when Wash- 
ington and Seoul are looking 
for ways to respond to North 
Korea's growing nuclear-missile 
threat. It suggests that a split 
in national opinion in South 
Korea about the system reaches 
the top levels of government. 

The U.S. on Tuesday claimed 
success in shooting down a 
mock intercontinental ballistic 
missile that is similar to the ca- 
pabilities that North Korea is 
believed to be working toward. 

The apparent effort to ex- 
clude South Korea's president 
from the planning underscores 
the uncertainties still swirling 
around the nascent Moon ad- 
ministration ahead of a 
planned summit meeting with 
U.S. President Donald Trump 
scheduled for late June in 
Washington. Mr. Moon still 
doesn't have a cabinet in 
place, and is relying on hold- 
overs from his predecessor's 
conservative government, in- 
cluding the defense minister. 


Yoon Young-chan, a spokes- 
man for the presidential Blue 
House in Seoul, said Wednes- 
day at a news briefing that an 
investigation had confirmed 
that the Ministry of National 
Defense had “intentionally 
dropped mention" of the addi- 
tional Thaad components in a 
report to the president. Mr. 
Moon said he was “shocked" by 
the discovery, Mr. Yoon said. 

An earlier draft of the re- 
port went into detail about the 
number of total Thaad launch- 
ers, but the final version that 
was sent to Mr. Moon omitted 


that detail in favor of a vague 
reference to the Thaad system, 
Mr. Yoon said the investiga- 
tion found. 

Mr. Moon, the country's 
first left-leaning president in 
nearly a decade, took power 
three weeks ago in a snap 
election after campaigning in 
part to halt the missile bat- 
tery's deployment. 

As a candidate, Mr. Moon 
criticized the decision-making 
process by his predecessor, the 
conservative President Park 
Geun-hye, to deploy Thaad, 
which he says was conducted 


in a nontransparent fashion. 
He said that as president he 
would review that process. 

China strongly opposes the 
deployment of the missile-de- 
fense system in South Korea, 
calling it a threat to its na- 
tional security, and is believed 
to have responded with cyber- 
attacks and economic sanc- 
tions against South Korean 
companies. China's Ministry of 
Foreign Affairs expressed its 
concern on Wednesday, saying 
the system “will not be condu- 
cive to denuclearization and 
regional peace and stability." 


The U.S. says Thaad is 
purely defensive, and a critical 
bulwark against North Korean 
threats. Pyongyang has con- 
ducted three missile tests 
since Mr. Moon was elected, 
most recently on Monday. 

The hitherto-undisclosed 
arrival of the additional Thaad 
components is likely to 
strengthen perceptions among 
the South Korean public that 
the U.S. and South Korean mil- 
itaries are rushing to deploy 
Thaad before it can be halted. 

Polls show that most South 
Koreans support tougher mea- 


sures on North Korea, though 
a vocal protest against the 
Thaad deployment has gar- 
nered attention. Meanwhile, 
statements from Mr. Trump 
and the Chinese government 
have raised concerns about 
the potential costs of proceed- 
ing with the deployment. 

In March, after the National 
Assembly voted to remove Ms. 
Park, the U.S. military brought 
the first Thaad components 
into South Korea in an over- 
night operation. 

The U.S. military moved 
those components onto a golf 
course in southern South Korea 
^ during another overnight oper- 
< ation, and declared the system 
J operational one week before 
the May 9 presidential election. 

A Thaad battery typically 
contains six launchers, but the 
original deployment in South 
Korea included only two. 

A spokesman for South Ko- 
rea's Ministry of National De- 
fense confirmed that the four 
launchers had arrived, but de- 
clined to comment on the tim- 
ing or say whether they were 
at the golf course. He didn't 
address the Blue House accu- 
sation that the Defense Minis- 
try purposefully withheld in- 
formation on the launchers. 

A spokesman for the U.S. 
military in South Korea re- 
ferred inquiries to the South 
Korean Defense Ministry. Capt. 
Jeff Davis, a Pentagon spokes- 
man, said Tuesday that the 
Thaad deployment process had 
been “very transparent." 


India Economic Growth 
Is Weakest Since 2015 


China Holds Trump -Factory Monitor 



By Raymond Zhong 


NEW DELHI-India said its 
economy grew 6.1% in the first 
quarter from a year earlier, 
the weakest expansion the 
country has reported in more 
than two years. 

The surprise slowdown sug- 
gested that Prime Minister Na- 
rendra Modi's move late last 
year to void all high-value 
bank notes continued to choke 
demand, even as cash was 
starting to make its way back 
into Indians' pockets. 

The latest quarter's numbers 
also imply India lost the mantle 
of fastest-growing large econ- 
omy to China, whose era-defin- 
ing expansion has cooled in re- 
cent years. India's neighbor 
across the Himalayas registered 
growth of 6.9% in the January- 
March quarter, although many 
economists question the accu- 
racy of China's data. 

India's growth statistics, 
too, have come in for scrutiny 
after a revision two years ago 
caused the official data to 
seem rosier at times than 
other measures indicate. 

A broad swath of India's 
economy slowed at the start of 
the year, figures released on 
Wednesday showed. Manufac- 
turing, agriculture and services 


activity all decelerated sharply. 
Construction, a major income 
source to many of India's poor- 
est citizens, shrank 3.7%. 

Mr. Modi took aim at tax 
cheats— and courted chaos— 
by invalidating all of India's 
large -currency notes without 
warning in November. Left 
with less than 15% of the pre- 
vious cash supply, families cut 
spending and businesses told 
workers to stay home. 

The money clampdown may 
not be entirely to blame for the 
first quarter's loss of momen- 
tum, said T.C.A. Anant, India's 
chief statistician. Speaking to 
reporters after the announce- 
ment, he pointed out that 
higher commodity prices this 
year lifted producer inflation, 
damping inflation-adjusted 
readings of output growth. 

“I would caution against 
reading a single number which 
comes out after an event as 
being reflective of the conse- 
quences of the event," Mr. 
Anant said. 

Despite the recent weak- 
ness, Indian officials said 
gross domestic product still 
expanded by an estimated 7.1% 
for the year ended March 31. 
Growth the year before was 
revised to 8%. China's 2016 
GDP growth clocked in at 6.7%. 


By Eva Dou 
And Te-Ping Chen 


BEIJING— A labor-rights 
group said it has lost contact 
with three undercover investi- 
gators who worked at Chinese 
factories making Ivanka 
Trump-brand shoes, and at 
least one of them has been de- 
tained. 

New York-based China La- 
bor Watch was investigating 
the factories— which also pro- 
duce other U.S. brand-name 
items— in hopes of drawing 
Ms. Trump's support for bet- 
ter working conditions, said 
the group's founder, Li Qiang. 

Investigator Hua Haifeng 
was detained on suspicion of 
illegal eavesdropping, his wife 
said, citing a call Tuesday af- 
ternoon from police in Jiangxi 
province. Under Chinese law, 
that refers to the use of listen- 
ing equipment in a way that 
causes “serious conse- 
quences." 

The status of the other two 
investigators was unclear, Mr. 
Li said, after he lost touch 
with them over the weekend. 

A spokeswoman for the 
Ivanka Trump brand declined 
to comment. The White House, 
where Ms. Trump holds an ad- 
visory position, didn't respond 
to a request for comment. Po- 
lice in Jiangxi, and in Dong- 


guan, where Mr. Hua and an- 
other missing investigator 
were working, didn't answer 
phone calls on Wednesday. 

Ivanka Trump shoe-brand 
licensee Marc Fisher Footwear, 
which operates as a middle- 
man between the brand and 
Chinese factories, said it had 
been unaware of the situation 
and would look into it immedi- 
ately. 

Mr. Li said this was the 
first formal detention of an in- 
vestigator he could recall in 
the organization's 17-year his- 
tory. 

China Labor Watch often in- 
vestigates factories supplying 
prominent companies such as 


Apple Inc. and Samsung Elec- 
tronics Co., with the aim of us- 
ing the brands' star power to 
bring broad attention to Chi- 
nese labor conditions. Funded 
by donations and grants, the 
organization interviews work- 
ers about factory conditions 
and often has undercover in- 
vestigators take assembly-line 
jobs. 

U.S. President Donald 
Trump and his family's busi- 
ness interests in China and 
other countries have been a 
fraught issue because of the 
potential for conflicts of inter- 
est. Days after his election win 
in November, a Chinese court 
ruled for him in a decadelong 


trademark dispute. 

China Labor Watch said the 
undercover investigators 
worked at two shoe factories 
g owned by Huajian Interna- 
| tional, one in Dongguan, a city 
£= in the southern province of 
§ Guangdong, and the other in 
| Jiangxi. 

g: The Guangdong-based man- 

y ufacturer also supplies Calvin 
g Klein and Nine West, accord- 
y ing to its website. Huajian's 
| public-relations office didn't 
§ answer phone calls Wednes- 
| day. Calvin Klein and Nine 
S West didn't reply to emailed 
S requests for comment. 

China Labor Watch began 
investigating Chinese factories 
linked to the Trump family 
last summer. The group sus- 
pended the project following 
Mr. Trump's election to evalu- 
ate the political risks, then re- 
opened the shoe-supplier in- 
vestigation in March, Mr. Li 
said. 

Mr. Li said he plans to send 
Ms. Trump video footage and 
other evidence of what the 
group calls questionable labor 
practices its investigators 
found at both factories, in- 
cluding longer shifts than the 
law allows, with workers 
asked to sign falsified time 
cards. 

—Yang Jie 
contributed to this article. 


Vietnam Explores Its Trade Options With the U.S. 


When U.S. President Donald 
Trump pulled out of a 12- 
country free-trade accord in 
January, it upended the plans 
of banker-turned-entrepreneur 
Rose Tran in Vietnam. 


By John Lyons , Jacob 
M. Schlesinger and 
William Mauldin 


Ms. Tran had raised $50 
million to set up a suit factory 
in Ho Chi Minh City, betting 
on the increased access to 
markets like the U.S. that the 
Trans-Pacific Partnership was 
supposed to bring. “We were 
disappointed to say the least," 
said Ms. Tran, who is scram- 
bling to remake her strategy 
and repay her debts. 

Four months later, trade ex- 
perts were watching a 
Wednesday meeting between 
Mr. Trump and Vietnamese 
Prime Minister Nguyen Xuan 
Phuc for hints on how the new 
administration will deal with 
countries like Vietnam, which 
is counting on exports from 
businesses like Ms. Tran's to 
help it build wealth and de- 
velop its economy. 

Vietnam has grown more 
than 6% a year for a decade by 
providing cheap manufactur- 
ing for companies from Nike 
Inc. to Samsung Electronics 
Co. Economists estimate the 



Vietnamese manufacturing has helped the economy grow more than 6% a year for a decade. But with the scrapping of the Trans- 
pacific Partnership, entrepreneurs like Rose Tran, right, are scrambling to find new markets. Above, a worker at a Ford plant. 


scrapped TPP deal would have 
let the country export more, 
boosting Vietnam's economy 
by at least 8 percentage 
points— more than any other 
TPP partner. Vietnam also saw 
the deal as driving domestic 
overhauls, and helping offset 
the rise of China by anchoring 
the U.S. to the region. 

International trade experts 
say that Mr. Phuc hopes to 
start talks to replace TPP with 
one of the bilateral, country- 
to-country deals that the 
Trump administration says it 


prefers over multination pacts. 

“The Vietnamese want to 
find out more clearly where 
the U.S. is" on trade, says 
John Goyer, senior director for 
Southeast Asia for the U.S. 
Chamber of Commerce in 
Washington. 

Vietnamese authorities de- 
clined to respond to questions 
for this article. 

While Trump officials have 
said a bilateral trade deal with 
Vietnam is possible, it would 
likely be considered only after 
higher-priority items such as 


revising the North American 
Free Trade Agreement and 
pacts with the U.K. or Japan, 
according to people familiar 
with the process. 

Some economists say even 
if the U.S. curbs imports from 
places like Vietnam, it is un- 
likely that much manufactur- 
ing will shift back to higher- 
cost American factories. 

And engaging with Vietnam 
on trade could carry security 
benefits for the U.S., foreign- 
policy experts say. Both na- 
tions are skeptical about the 


rise of China, which has 
fought multiple wars with 
neighboring Vietnam. Viet- 
nam's ties with the U.S.— long 
chilly following the Vietnam 
War— have warmed. Last year, 
the U.S. lifted a ban on selling 
lethal weapons to Vietnam. 

More recently, Vietnamese 
diplomats urged other South- 
east Asian nations to perform 
joint military exercises with 
the U.S. despite China's objec- 
tions, according to diplomatic 
officials in the region. 

“The Vietnamese, of all the 


Asian countries, are the most 
worried about Chinese influ- 
ence," says Ernie Bower, presi- 
dent of the Bower Group, an 
Asia Pacific think tank. 

Signing trade deals with 
other countries is an impor- 
tant part of Vietnam's strategy 
to limit its reliance on China, 
trade experts say. China is 
pushing a separate Regional 
Comprehensive Economic 
Partnership trade deal with 
the U.S., while doling out 
loans and infrastructure proj- 
ects around the region. 

Vietnam is in the final 
stages of a trade accord with 
the European Union. TPP na- 
tions are also considering a 
deal without the U.S. 

At her factory, Ms. Tran is 
figuring out a new export 
strategy post-TPP. To qualify 
for local content rules under 
TPP, Ms. Tran imported expen- 
sive fabric-making machines 
from Europe. She hired an 
Italian expert to manage them 
and found him a translator. 

That anticipated advantage 
is gone, but Ms. Tran still 
hopes the equipment will help 
her snag contracts with higher 
quality customers. So far it is 
working, and LPTEX is produc- 
ing suits for several brands in 
Europe. 

— Vu Trong Khanh 
contributed to this article. 
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NBA Star Dodges a Turkish Crackdown 



'It's crazy,' Enes Kanter 
says of effort to round 
up foes of President 
Erdogan 

By Margaret Coker 


ISTANBUL— Turkey is ex- 
panding efforts abroad to cap- 
ture opponents by canceling 
their passports to force foreign 
governments to send them 
back, Turkish officials said, de- 
scribing a strategy that nearly 
netted an NBA player in May. 

The efforts accelerated this 
spring in what one of the offi- 
cials said is part of a counter- 
terrorism campaign focused on 
Turkish followers of U.S.-based 
cleric Fethullah Gulen, a critic 
of President Recep Tayyip Er- 
dogan whose network Turkey 
classifies as a terrorist group. 

Oklahoma City Thunder cen- 
ter Enes Kanter told The Wall 
Street Journal he narrowly es- 
caped a government attempt to 
force him back to Turkey after 
his passport was abruptly in- 
validated during a multination 
charity tour that included 


stops at schools affiliated with 
Mr. Gulen's movement. 

The National Basketball As- 
sociation player, a 25-year-old 
legal U.S. resident, has been 
outspoken in his support for 
Mr. Gulen and criticism of Mr. 
Erdogan. Mr. Kanter was al- 
lowed to return following the 
intervention of U.S. and NBA 
officials. “It's crazy,” Mr. 
Kanter said. "The government 
is going after anyone who 
speaks up for democracy and 
against [Mr. Erdogan].” 

Turkey seeks Mr. Kanter's ar- 
rest on charges of glorifying 
terror related to his links to Mr. 
Gulen, one of the Turkish offi- 
cials said on Friday. The official 
described Mr. Kanter as a dan- 
gerous individual and said gov- 
ernments have an obligation to 
hold or deport people who don't 
have valid travel documents. 

Turkish officials accuse Mr. 
Gulen of masterminding a 
failed July coup attempt and 
consider his religious network 
a grave national-security 
threat. Mr. Gulen and his sup- 
porters dismiss the accusations 
as politically motivated and he 
has denied any role in the coup, 


saying he rejects violence. 

The Gulenist movement 
runs more than 700 schools 
around the world as well as 
businesses valued at billions of 
dollars, Turkish officials say. 
Mr. Gulen says he has no over- 
sight of these enterprises, 
which are run by private indi- 
viduals or foundations and li- 
censed by local authorities. 

Turkey has arrested 
roughly 50,000 people and 
purged around 140,000 others 


from the civil service since the 
coup attempt, accusing most 
of links to Mr. Gulen. 

Mr. Erdogan on Tuesday 
warned international allies 
that Turkey wouldn't release 
their wanted suspects or citi- 
zens from Turkish jails unless 
those countries sent so-called 
Gulenists back to Turkey. 

Turkey has formally re- 
quested Mr. Gulen's extradition 
from the U.S., where he is a le- 
gal resident, but U.S. officials 


say purported evidence com- 
piled by Ankara doesn't meet 
American legal standards. 

The U.N. Human Rights Of- 
fice in Southeast Asia said it 
had serious concerns regard- 
^ ing the safety in Turkey of the 
§ men who had been deported 
1 from the region. 
j= Mr. Kanter is one of several 
g high-profile Turkish sports 
| stars closely tied to the Gulen 
| movement. He broke off ties 
g with his family last year in an 
| attempt to keep them safe 
from government retribution 
and has taken security precau- 
tions for himself and his man- 
agement team, he said. 

After the Thunder were 
eliminated from the NBA play- 
offs in May, he and his manager 
set off on a global tour. Mr. 
Kanter traveled on his Turkish 
passport to seven Asian coun- 
tries without any problem. 

After arriving in Jakarta, 
Indonesia, Mr. Kanter said he 
traveled with private security 
guards as well as a police es- 
cort on May 19 to publicity 
events. He coached a chil- 
dren's basketball camp at a 
private school run by a Gu- 


lenist foundation. 

Around 2 a.m., his manager 
got a call from a school ad- 
ministrator warning them that 
Indonesian authorities were 
there looking for Mr. Kanter. 

Indonesia's immigration 
spokesman, Agung Sampurno, 
said there was no written re- 
quest from Turkey or Indone- 
sian institutions to cancel Mr. 
Kanter's passport or deport him. 
Jakarta police said they had no 
information on the matter. 

Mr. Kanter and his manager, 
also a Turkish citizen, bought 
tickets on a 5:30 a.m. flight to 
Singapore. Indonesian authori- 
ties didn't question them at the 
airport. Around 12 hours later, 
upon arrival in Bucharest, au- 
thorities said his passport had 
been canceled. It took several 
hours to get Romanian and U.S. 
clearance to fly back to America. 

Five days later, after Mr. 
Kanter was back in the U.S., 
Turkish authorities confirmed 
there was a criminal probe 
against him and they had can- 
celed his passport. 

—Anita Rachman 
in Jakarta , Indonesia, 
contributed to this article. 


Manchester Attacker Lived Between Two Worlds 

Salman Abedi straddled life in England and violence in Libya; probe still looking at how much help the suicide bomber received 



Manchester police are trying to determine if Salman Abedi had any links to Islamic State. 


MANCHESTER, England- 
They are known as "double 
shafras''— after the Arabic 
word for telephone SIM card. 
It is a reference to the young 


By Hassan Morajea, 
Jenny Gross 
and Laurence Fletcher 


Libyans who straddle two 
worlds, those of Britain and 
Libya's collapsing state. 

Salman Abedi, who killed 
22 people last week when he 
detonated a bomb strapped 
to his back outside an Ariana 
Grande concert, was one of 
them. 

Islamist extremism, suspi- 
cions about informants and 
gang rivalry are rife, and 
Libya's struggle is a constant 
presence. Some are drawn 
back to join the fight. 

Abedi, who was 22 years 
old at the time of the attack, 
grew up in a community of 
Libyan immigrants in Man- 
chester. When his father, 
Ramadan, traveled to Libya 
in 2011 to fight against the 
longtime Libyan dictator, 
Moammar Gadhafi, Abedi, 
who was then 16, went with 
him. 

Abedi's sister, Jomana, 18, 
said she noticed changes in 
her older brother in 2015. 
Their father had stayed in 
Libya, leaving her and her 
brothers with their mother 
in Manchester. Abedi became 


more focused on prayers and 
fasting and more withdrawn, 
she said. 

"He didn't have friends or 
people too close to him. He 
would pray and come home,” 
she said. 

The brutality of the front 
lines was a shock for some 
young Libyans from Man- 
chester. But trying to reinte- 
grate after months in Libya 
was often a bigger shock. 

"When they went there, 
they smelled blood and 
heard rattles of the Kalash- 
nikovs,” said Hisham Ben 
Ghalbon, a Libyan native and 
longtime Manchester resi- 
dent who used to go to the 
same mosque as the Abedi 
family. "That level of adrena- 
line, they got hooked.” 

A young man named Mo- 
hamed, one of Abedi's 
friends from college, said 
some contemporaries who 
returned to south Manches- 
ter after taking up arms in 
Libya "came back a bit 
crazy.” 

"You could tell by the 
fights they were having on 
the street,” said Mohamed, 
who wanted to use only his 
first name. "They weren't 
scared of anything— even 
knives, hammers.” 

British authorities still 
have 11 people in custody in 
the U.K. in connection with 
the attack. Abedi's father 
and brother, Hashem, are be- 


ing held in custody in Libya, 
Abedi's sister said. 

Manchester police said 
Tuesday they had a good un- 
derstanding of what the 
bomb was made up and 
where the parts came from. 

Abedi made most of the 
purchases of the bomb's core 
components by himself and 
many of his actions were 
carried out alone in the four 
days that he was in the U.K. 
before the attack, according 


to Manchester police. Abedi 
had gone to Libya most re- 
cently in mid- April. 

"It is vital that we make 
sure that he is not part of a 
wider network and we can- 
not rule this out yet,” the 
police said. "There remain a 
number of things that con- 
cern us about his behavior 
prior to the attack and those 
of his associates which we 
need to get to the bottom 
of.” 


The British government is 
still working to determine if 
Abedi had any links with Is- 
lamic State, which claimed 
responsibility for the attack, 
a Western security official 
said. Officials are focused on 
what role other family mem- 
bers, and particularly his fa- 
ther, played in his path to- 
ward radicalization, the 
official said. 

Young people who are 
susceptible to extremist ide- 


ology are sometimes first ex- 
posed to it at home through 
their families, said Hamed 
El-Said, professor at Man- 
chester Metropolitan Univer- 
sity focusing on terrorism 
and business. 

Mr. El-Said said that radi- 
calization in Manchester, in 
the past few years, has hap- 
pened more in person than 
online because young people 
don't want authorities to be 
suspicious. 

Salman Abedi spent his 
spare time with other young 
men from a strict Muslim 
background, said a former 
schoolmate. When the 
schoolmate acknowledged 
supporting Gadhafi, Salman 
became agitated, telling him: 
"You can't be a Muslim if 
you're supporting Gadhafi.” 

One of Abedi's neighbors, 
Raphael Hostey, was a re- 
cruiter and fighter for Is- 
lamic State who was killed in 
a drone strike in Syria last 
year. 

Double shafras "spend all 
their time in Manches- 
ter... feeling like they don't 
belong here, they belong 
somewhere else,” Mr. Ben 
Ghalbon said. "And when 
they went somewhere else, 
they didn't belong there ei- 
ther. They look different, 
they behave different, they 
speak different.” 

—Joshua Robinson 
contributed to this article. 


Australia’s 
Spy Chief 
Defends 
Muslims 

By Rob Taylor 


CANBERRA, Australia— The 
domestic spy chief made a 
rare public appearance to dis- 
miss claims that Muslim refu- 
gees and their children are to 
blame for a rising number of 
terrorist incidents. 

Duncan Lewis, director-gen- 
eral of the Australian Security 
Intelligence Organization, on 
Wednesday rejected claims 
made by Pauline Hanson, a 
far-right senator and party 
leader, that Muslim refugees 
and their children are respon- 
sible for "terrorist attacks and 
problems that are happening 
on our streets.” It was a rare 
intervention by Mr. Lewis. 

"I am not here to vilify the 
Islamic community, I am here 
to keep the Australian commu- 
nity safe,” said Mr. Lewis, a for- 
mer national security adviser 
and commander of the nation's 
elite special forces. "The refu- 
gee program is not the source 
of terrorism in Australia,” he 
told national radio. 

Australia is generally viewed 
by migration experts and the 
United Nations as a multicul- 
tural success. More than a 
quarter of the population was 
born overseas, a result of waves 
of postwar migration from Eu- 
rope, Asia and elsewhere. By 
comparison, only 13% of Ameri- 
cans are foreign born. Australia 


Duncan Lewis rejected a far-right 

is the world's second-most-mul- 
ticultural nation, according to 
the Organization for Economic 
Cooperation and Development, 
and a focus on skilled migration 
contributed to its employment 
levels and social cohesion. 

Anti-immigrant rhetoric 
seemed to sweep the globe last 
year, with a continuing refugee 
crisis in Europe, the U.K.'s vote 
to leave the European Union, 
and Donald Trump's successful 
bid for the White House. Aus- 
tralia, which has had to face a 
slowing economy, stagnant 
wages, stubbornly high under- 
employment and the end of a 
mining boom, hasn't escaped 
that wave. 

Last year, a national survey 
found that about 20% of peo- 
ple saw high immigration as 
the social policy they liked the 
least. Between 1996 and 2015, 
the national population grew 
by 33% to 24 million, contrib- 
uting to rapid increases in 
housing prices to levels among 
the world's highest. 

In July, Ms. Hanson's One 
Nation Party returned to Par- 


politician's terrorism claims. 

liament after calling for a ban 
on Muslim migration. The 
elections left Prime Minister 
Malcolm Turnbull's center- 
right coalition clinging to 
power. 

On Wednesday in Parlia- 
ment, Mr. Turnbull said moder- 
ate Muslim leaders were his 
government's best allies in the 
effort to counter self-radical- 
ized militants drawn to Islamic 
State and other terror groups. 

On Monday, former Prime 
Minister Tony Abbott said Mr. 
Lewis shouldn't pretend "that 
we don't have a problem, that 
there isn't a strain of Islam 
which is doing enormous dam- 
age to the whole world.” Mr. 
Abbott cited a dozen foiled at- 
tack plots over the past few 
years and a 2014 siege in cen- 
tral Sydney. 

But the spy chief said 
homegrown radicals world- 
wide were being drawn to Is- 
lamic State-style groups by a 
radical and violent interpreta- 
tion of conservative Sunni Is- 
lam, not by their experiences 
as refugees. 


Russia Hits ISIS in Syria 

Russia launched four cruise 
missiles at Islamic State tar- 
gets in Syria from a warship 
and submarine in the Mediter- 


By James Marson 
in Moscow and Raja 
Abdulrahim in Beirut 


Russia launched cruise missiles from a submarine, top, and warship. 


ranean, the Russian Defense 
Ministry said. 

The launches hit sites to 
the west of Palmyra, which 
Russian-backed Syrian regime 
forces and Iranian-backed mi- 
litias recaptured from Islamic 
State in March. 

Wednesday's strike de- 
stroyed all targets, which in- 
cluded heavy weapons and 
fighters that had been de- 
ployed there from Islamic 
State's stronghold of Raqqa, 
the Defense Ministry said. 

The ministry said U.S., 
Turkish and Israeli military 
commanders had been in- 
formed about the launches "at 
the appropriate time.” 

"We are aware of the re- 
ports of Russian cruise mis- 
siles, but have no further in- 
formation to provide,” Col. 
Ryan Dillon, spokesman for 
the U.S. -led coalition. 

The Syrian regime had lost 
control of the ancient city of 
Palmyra to the extremist mili- 
tants for a second time in De- 
cember as its forces and allies 
were focused on battling anti- 
government rebels in the 
northern city of Aleppo. 

Since regaining control of 
Palmyra, Syrian forces have 
continued to advance east- 
ward through the desert con- 


trolled by Islamic State. The 
push toward the Iraqi border 
has put the regime and Ira- 
nian-backed forces on a colli- 
sion course with U.S.-backed 
rebels also battling Islamic 
State. 

In May, the U.S.-led coali- 
tion launched airstrikes on 
those pro-regime forces as 
they neared the rebels in al- 
Tanf, near the borders with 
Iraq and Jordan. 

It was only the second time 
the U.S. launched a deliberate 
strike against the Syrian re- 
gime and came after the coali- 


tion said it had warned the 
pro-regime forces to stop their 
advance. 

The regime has lost most 
territorial control in eastern 
Syria, maintaining a foothold 
in only a few large cities. 

As the regime has contin- 
ued to rack up victories 
against rebels, it has turned 
more attention to fighting Is- 
lamic State, in part as a bid to 
underscore its long-held nar- 
rative that it is fighting terror- 
ism. 

—Ben Kesling in Erbil, Iraq, 
contributed to this article. 
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Italy Faces 
The Prospect 
Of Early Vote 



Former Prime Minister Renzi, shown in mid-May, announced a tentative accord by Italy's main parties on a new law that could lead to elections. 


By Giovanni Legorano 


ROME— A tentative agree- 
ment by Italy's main parties 
on a new law that could pave 
the way for snap elections as 
soon as September is reviving 
the prospect of political insta- 
bility in a country seen as 
among the weakest in the eu- 
rozone. 

Matteo Renzi, the former 
Italian prime minister and 
head of the governing center- 
left Democratic Party, said 
late Tuesday that Italy's main 
parties have agreed on new 
electoral rules that would al- 
low a snap election far sooner 
than the 2018 timetable many 
had expected. 

Investors were reassured 
after the defeat of populist 
parties in the Netherlands and 
France. The prospect of snap 
elections in Italy— where an 
antiestablishment movement 
is high in the polls— in the fall 
is likely to unnerve markets. 

Milan's FTSE MIB index 
ended down 2% on Monday, 
with banks taking a big hit, as 
prospects of an early election 
flared up, though they were 
calmer on Wednesday. 

The new law still faces big 
hurdles, but even if Italians 
don't vote in September, there 
will be a drumbeat of specula- 


tion that could leave investors 
on edge. 

Since Mr. Renzi's resigna- 
tion in December, Italy has 
been in political limbo, with a 
number of parties pushing for 
snap elections and a new gov- 
ernment led by Prime Minister 
Paolo Gentiloni regarded as 
little more than a caretaker 
administration. 

A major obstacle to snap 
elections has been the need 
for a new electoral law follow- 
ing a court ruling early this 
year that ordered changes to 
the existing rules on the 
grounds that parts were un- 
constitutional. 

After months of bickering, 
Italy's main parties have ten- 
tatively agreed to a new model 
similar to Germany's, in which 
each party gets parliamentary 
seats in proportion to its elec- 
toral result, with a 5% thresh- 
old needed to enter the legis- 
lature. Currently, an absolute 
majority is assigned in the 
lower house to the party that 
wins at least 40% of the vote 
in general elections. 

Parliamentary elections are 
currently due before May 
2018. Mr. Renzi said the new 
electoral law could win parlia- 
mentary approval by early 
July, which would allow for 
Parliament to be dissolved and 


new election to be held be- 
tween 45 and 70 days later. 

But if the new rules are ap- 
proved, some doubt that Presi- 
dent Sergio Mattarella, who 
has the power to dissolve Par- 
liament, would allow for au- 
tumn elections. Political ana- 
lysts give the prospect about a 
50% chance. 

The main obstacle is the 
budget approval process, 
which consumes much of the 
final months of each year, a 
major reason Italy has never 
held parliamentary elections 


in the autumn. 

"It will be very complicated 
to approve the budget law and 
have elections in the middle of 
the process," said Roberto 
D'Alimonte, professor of politi- 
cal science at Rome's Luiss 
University. "Very compli- 
cated." 

When Italians finally do go 
to vote, the fragmentation of 
Italy's electorate in recent 
years could produce a hung 
Parliament, reigniting fears 
that political instability will 
paralyze a country that has 


yet to come to grips with its 
deep economic problems. 

The anti-establishment 5 
Star Movement— one of Eu- 
rope's biggest populist par- 
ties— is running neck-and-neck 
with the Democratic Party at 
around 30% of the votes, ac- 
cording to public-opinion 
polls. Other large parties, such 
as Silvio Berlusconi's Forza 
Italia and anti-immigrant and 
euroskeptic Northern League 
have about 13% support. 

If the Democratic Party 
were to garner the most votes 


and be tasked with the forma- 
tion of a new government, Mr. 
Renzi would likely draft the 
support of Mr. Berlusconi to 
create an unwieldy left-right 
coalition. 

Alternatively, if the 5 Star 
Movement— which pledges to 
call a referendum on Italy's 
membership of the eurozone if 
it comes to power— got most 
of the votes, it may try to 
form a minority government 
with external support of the 
Northern League, politicians 
and academics say. 


EU Weighs Steps to Firm Eurozone 


By Laurence Norman 


BRUSSELS— The eurozone 
may need to set up a common 
budget, treasury and borrow- 
ing capacity to secure its sta- 
bility, requiring politically- 
sensitive steps, the European 
Union's executive arm said 
Wednesday. 

In a report on the future of 
the eurozone, the European 
Commission outlined a two- 
stage process that by 2025 
could include a greater pool- 
ing of resources and eventu- 
ally lead to a full-fledged eu- 
rozone budget overseen by a 
common treasury. 

The ideas come as new 
French President Emmanuel 
Macron is seeking to prod 
the German government into 
advancing some longstanding 
ideas for deepening the 
bloc's economic and mone- 
tary union. 

Berlin and other capitals 
have responded that some 
ideas for integrating the euro- 
zone are possible over time 
but France must first imple- 
ment politically challenging 
structural reforms. 

"Responsibility and soli- 
darity, risk reduction and risk- 
sharing will have to go hand 
in hand," the new paper said. 

The commission outlined 
several modest steps to 
strengthen the eurozone over 
the next two years. They in- 
clude reducing nonperforming 
loans, establishing a common 
backstop for winding-down 
banks and deepening the capi- 



French President Macron, left, is prodding German Chancellor Merkel, center, to deepen the union. 


tal-markets union. 

A second, more ambitious 
set of proposed reforms 
would run from 2019 to 2025. 
These could require changes 
to EU treaties, often a time- 
consuming and politically 
risky approach, or the easier 
route of specific intergovern- 
mental agreements. 

The commission avoided 
setting out a specific blue- 
print for future changes and 
instead laid out options that 
governments could choose 
from. 

They include setting up a 
eurozone treasury, with a 
dedicated EU finance minister. 


The official would oversee 
economic and fiscal policy 
and manage a stabilization 
fund aimed at cushioning 
economies during downturns. 
The office would also manage 
funds to help governments 
handle jumps in unemploy- 
ment or help maintain key in- 
frastructure investment dur- 
ing an economic shock. 

Those funds could evolve 
over time into a fully-fledged 
eurozone budget, with bor- 
rowing capacity and perma- 
nent transfers among member 
states. That "may rather be a 
longer-term goal," the com- 
mission said. 


The paper also raised the 
prospect of a European Mone- 
tary Fund that could pool li- 
quidity assistance and 
broaden the eurozone's cur- 
rent bailout fund. 

The commission also sug- 
gested the development of a 
security dubbed a European 
Safe Asset, which could be 
funded either by eurozone 
governments or issued pri- 
vately. 

The investment would al- 
low European banks to diver- 
sify their balance sheets 
away from national govern- 
ment bonds toward pan-euro- 
zone debt. 


Inflation Slows 
In the Eurozone 


By Paul Hannon 


The eurozone's annual rate 
of inflation fell more sharply 
than expected in May despite 
a drop in the jobless rate to a 
seven-year low, a combination 
that is likely to reinforce the 
European Central Bank's re- 
luctance to quickly unwind its 
stimulus programs. 

A surge in inflation earlier 
this year brought with it more 
forceful calls from Germany 
and the Netherlands for an 
end to negative interest rates 
and massive bond purchases. 

ECB policy makers re- 
sponded by expressing doubts 
about the sustainability of that 
higher inflation. They believe 
that consumer prices will rise 
steadily only if the gap be- 
tween what the eurozone 
economy can produce and 
what it is producing is much 
narrower than it is now. The 
most obvious example of that 
slack is the eurozone's very 
high unemployment rate, 
which is more than double its 
U.S. equivalent. 

Figures released Wednes- 
day appear to justify their 
caution. The European Union's 
statistics agency said con- 
sumer prices were 1.4% higher 
in May than a year earlier, a 
decline in the inflation rate 
from 1.9% in April, when it 
was in line with the ECB's tar- 
get. That is the lowest infla- 


tion rate recorded this year, 
and below the 1.5% forecast by 
economists. 

The ECB's governing coun- 
cil announces its next policy 
decision on June 8. Speaking 
to EU lawmakers Monday, ECB 
President Mario Draghi 
strongly signaled that there 
will be no change in policy. 

Inflation rates have been 
volatile over recent months, 
partly a reflection of the tim- 
ing of Easter, which raises 
prices of vacation services in- 
cluding air travel. Energy 
prices have also contributed to 
those big swings. 

Instead of responding to 
the headline measure, the ECB 
has been placing greater em- 
phasis on what it calls "under- 
lying inflation," which is close 
to the measure of core infla- 
tion that excludes energy and 
food, prices for which are de- 
termined at a global level 
rather than by changes in eu- 
rozone demand. The core mea- 
sure of inflation fell to 0.9% in 
May from 1.2% in April. 

The ECB has identified 
wages as a key factor in deter- 
mining when it will be com- 
fortable with easing its stimu- 
lus measures. Falling 
joblessness should help raise 
wages. Eurostat said the num- 
ber of workers without jobs 
fell by 233,000 in April, leav- 
ing the jobless rate at 9.3%, 
the lowest since March 2009. 


WORLDWATCH 



FAR FROM HOME: A visitor watches a giant panda eating in its enclosure at the Ouwehand Zoo in 
Rhenen, the Netherlands. China donated two giant pandas to the zoo. 


RUSSIA 

Court Upholds Libel 
Suit Against Navalny 

A Moscow court on Wednes- 
day ruled in favor of multibillion- 
aire Alisher Usmanov in his libel 
suit against Russian opposition 
leader Alexei Navalny. 

Mr. Usmanov, estimated to be 
worth $15 billion, has sued Mr. 
Navalny over his investigation into 
Prime Minister Dmitry Medvedev's 
alleged secret wealth. 

The judge at Moscow's Lyub- 
linsky district court on Wednes- 
day ordered Mr. Navalny to re- 
move his YouTube documentary 
about Mr. Medvedev's alleged 
wealth from the web and publish 
a retraction. The video got nearly 
22 million views since it was re- 
leased in March and became one 
of the most-viewed Russian-lan- 
guage videos this year. 

Mr. Navalny vowed to appeal 
the ruling and said he would re- 
fuse to comply with it. 

Mr. Navalny, who made his 
name with a blog exposing official 
corruption, has published legal 
documents showing that Mr. Us- 


manov, along with several other 
Russian billionaires, transferred lu- 
crative assets to a charity founda- 
tion run by Mr. Medvedev's for- 
mer classmate. Mr. Medvedev has 
denied any connection to the 
property while Mr. Usmanov has 
insisted that the transfer of the 
ownership of a luxurious mansion 
to the charity foundation was a 
bona fide business deal. 

—Associated Press 

CHINA 

Factory Activity 
Holds Steady in May 

A gauge of manufacturing ac- 
tivity in China held steady in 
May as the property market re- 
mained buoyant, signaling stron- 
ger-than-expected economic mo- 
mentum in the second quarter. 

China's official manufacturing 
purchasing managers index was 
51.2 in May, unchanged from 
April, according to the China 
Federation of Logistics and Pur- 
chasing, which releases the 
data with the National Bureau 
of Statistics. The May reading 
released Wednesday beat a me- 


dian of 51.0 forecast by econo- 
mists polled by The Wall Street 
Journal. 

The index, closely watched as 
a gauge of business sentiment, 
has remained above the 50 mark 
that separates expansion from 


contraction for 10 consecutive 
months. May subindexes were 
mixed, with export activity 
slightly up, new orders holding 
steady and production edging 
down from April levels. 

Economists said the May 


manufacturing PMI points to an 
economy slowing less rapidly 
than expected. "The first quarter 
was the peak, and April declined 
only slightly," said Mizuho Securi- 
ties Asia Ltd. economist Jian- 
guang Shen, who expects China's 


growth to weaken significantly in 
the second half of the year. 

Beijing's strategy in recent 
months of imposing strict admin- 
istrative restrictions on property 
sales in China's largest cities 
while trying to encourage sales 
in smaller, overbuilt cities is pay- 
ing early dividends, economists 
said, allowing the economy to 
weaken at a gradual pace. 

—Mark Magnier 

SRI LANKA 

Storm Death Toll 
Rises Above 200 

The death toll from mud- 
slides and floods in Sri Lanka 
has climbed past 200, with 96 
others missing, the government 
said Wednesday. 

The Disaster Management 
Center said 203 people were 
confirmed dead. More than 
77,000 have been displaced and 
over 1,500 homes destroyed 
since rains began inundating the 
southern and western areas of 
the Indian Ocean island nation 
last Friday. 

—Associated Press 
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Trump Confronts Some New Challenges 



John Pistole, testifying on Capitol Hill in 2013, is a candidate to lead the FBI. 


As his lawyer is drawn 
into Russia probe and 
a staffer exits, decisions 
on FBI and climate loom 

By Michael C. Bender 
And Eli Stokols 


WASHINGTON-President 
Donald Trump, returning from 
his first overseas trip, is facing 
a new set of realities in Wash- 
ington that have beset his 
White House. 

He learned his personal at- 
torney is now being drawn into 
the congressional probes of his 
team's ties to Russia, he an- 
nounced the resignation of his 
communications chief, and he 
interviewed new candidates for 
FBI director— three weeks after 
he abruptly fired the last one. 

As Mr. Trump seeks to sta- 
bilize his White House, he used 
a series of Tuesday morning 
Twitter posts to call attention 
to policy issues. In one, he 
urged Senate Majority Leader 
Mitch McConnell to hasten pas- 
sage of health-care and tax leg- 
islation. And in the White 
House, he continued his deliber- 
ations about whether the U.S. 
should exit from a multination 
climate accord forged in Paris. 

Legislative successes or an 
announcement on the Paris ac- 
cord could provide Mr. Trump 
with some relief from daily 
headlines dominated by the 
expanding investigation by 
special counsel Robert Mueller 
and Congress into Russia's al- 
leged attempts to interfere in 
the 2016 presidential cam- 
paign and any links Moscow 


had to Trump aides. 

That examination has now 
moved into the president's in- 
ner circle, as meetings be- 
tween Russian officials and Mr. 
Trump's son-in-law and chief 
adviser, Jared Kushner, are un- 
der review. 

Mr. Kushner's attorney has 
said that his client will cooper- 
ate with any probe and that he 
hasn't been contacted by the 
Federal Bureau of Investigation. 
During the transition period, 
Mr. Kushner met with the head 
of a state-run Russian bank that 
has faced U.S. sanctions. He also 
met with Sergei Kislyak, the 
Russian ambassador to the U.S. 
Mr. Kushner also considered 
creating a direct line to talk to 
the Russians, according to a 
person familiar with his actions. 

Mr. Trump's former national 
security adviser, Mike Flynn, 
also agreed Tuesday to turn 
over documents from his busi- 
nesses to the Senate Intelli- 
gence Committee, according to 
a person familiar with his deci- 
sion. Mr. Flynn was forced to 
resign early in the administra- 
tion after lying to top White 
House officials, about his con- 
versations with Mr. Kislyak. 

Congressional investigators 
on Tuesday also asked Mr. 
Trump's longtime attorney, 
Michael Cohen, to hand over 
documents and participate in a 
sit-down interview. The re- 
quest signaled that the investi- 
gation on Capitol Hill is widen- 
ing to include people in the 
inner circle of the president's 
business empire. 

Mr. Cohen said in an inter- 
view that he would "respect- 
fully decline" the requests from 


both the House and Senate in- 
telligence panels. 

Mr. Cohen, an attorney and 
executive in the Trump Organi- 
zation, has been at the center of 
Mr. Trump's legal dealings, in- 
cluding involvement in negotia- 
tions for a Trump real-estate 
venture in Moscow that didn't 
materialize. 

Earlier this year, a little- 
known Ukrainian lawmaker, An- 
driy Artemenko, said he tried to 
get his peace plan for Ukraine 
to the White House through Mr. 
Cohen and one of his rela- 
tives. Although Mr. Artemenko 
said he received confirmation 
that the plan reached the White 
House, Mr. Cohen said in an in- 
terview it wasn't delivered. 

The probes on Capitol Hill 
are running parallel to the FBI 
investigation. The committees 
aim to write definitive reports 
about Russian interference in 
the election, while Mr. Muel- 
ler's investigation is focused 
on counterintelligence con- 
cerns and whether any laws 
were broken. 

Mr. Trump has expressed his 
frustration with the coverage of 
the investigations, calling it 
"fake news." Russia has denied 
any interference. 

For weeks, there have been 
rumors of a staff turnover. On 
Tuesday, Mike Dubke, the com- 
munications director, became 
the first to exit. Mr. Trump ac- 
cepted Mr. Dubke's resignation 
before leaving on his nine-day 
trip abroad, a spokeswoman 
said. A senior official said the 
White House is likely to fill the 
position internally. 

—Byron Tau and Paul Sonne 
contributed to this article. 


New FBI Candidates 
Are Interviewed 


WASHINGTON-President 
Donald Trump interviewed two 
new candidates for FBI director, 
continuing a search that began 
three weeks ago when he 
ousted James Comey as head of 
the agency that was probing his 
associates' ties to Russia. 

Former Deputy FBI Director 
John Pistole and former Assis- 
tant Attorney General Chris 
Wray met with Mr. Trump on 
Tuesday at the White House, 
the administration said. 

Mr. Pistole, a 26-year veteran 
of the Federal Bureau of Investi- 


gation, served as the bureau's 
deputy director from 2004 
though 2010. He began his ca- 
reer as an FBI agent in 1983 and 
worked in Minneapolis and New 
York. He helped lead the investi- 
gation and recovery efforts fol- 
lowing the 1999 EgyptAir crash 
in the Atlantic Ocean. 

Mr. Pistole earned a reputa- 
tion in the FBI for being even- 
keeled and cool under pressure, 
and was tapped by then-Presi- 
dent Barack Obama, a Democrat, 
to lead the Transportation Secu- 
rity Administration from 2010 to 
2014. 

As deputy FBI director, 

Mr. Pistole ran the bureau's 
day-to-day operations for for- 
mer Director Robert Mueller, 


who was tapped in mid-May to 
spearhead the investigations 
into Russia's alleged meddling 
in the U.S. 2016 election as a 
special counsel. Russian offi- 
cials have denied interfering in 
the election, and Mr. Trump has 
denied any collusion. 

Mr. Wray, a defense lawyer 
and former federal prosecu- 
tor, led the Justice Department's 
criminal division from 2003 
through 2005. 

He started his career as an 
assistant U.S. attorney in Atlanta 
before joining the Justice De- 
partment's leadership as a top 
aide to Deputy Attorney General 
Larry Thompson in 2001. 

—Del Quentin Wilber 
and Michael C. Bender 


CLIMATE 

Continued from pageAl 
U.S. from the accord. He is 
also hearing from business 
leaders and senior aides who 
are urging him not to com- 
pletely withdraw. 

Because the Paris agree- 
ment is nonbinding, Mr. 
Trump has the option of low- 
ering the emissions targets for 
the U.S. without withdrawing 
completely, which could take 
three years under the original 
agreement. 

The president was sched- 
uled to meet Wednesday with 
Secretary of State Rex Tiller- 
son, who has advocated re- 
maining in the deal. A day ear- 
lier, Mr. Trump met with one 
of his administration's leading 
voices for complete with- 
drawal, Environmental Protec- 
tion Agency Administrator 
Scott Pruitt. 

Mr. Pruitt and Mr. Trump 
have both expressed deep 
skepticism about the role of 
human activity as a leading 
factor in climate change. 

Dozens of Fortune 500 com- 
panies have lobbied the ad- 
ministration to remain in the 
agreement, expressing their 
collective support in a public 
advertising campaign and pri- 
vately in smaller meetings and 
phone calls with the president. 
Large companies say the ac- 
cord provides a predictable 
and practical framework for 
reducing emissions and can 
serve to boost competitiveness 
and job creation while mini- 
mizing business risks from cli- 
mate change. 

One of Mr. Trump's closest 
business allies, Dow Chemical 
Co. Chief Executive Andrew 
Liveris, has been seeking an 
Oval Office meeting this week 
to make his case, a person fa- 
miliar with the matter said. 

Following Wednesday morn- 
ing's reports that a withdrawal 
might be imminent, Apple Inc. 
Chief Tim Cook and Tesla Inc. 
CEO Elon Musk were among 
the business leaders placing 
phone calls to the White House 
in a last-minute effort to per- 



U.S. carbon emissions are expected to continue falling as cheaper natural gas replaces coal to generate electricity. 


suade the president to recon- 
sider, according to people fa- 
miliar with the calls. 

While larger energy compa- 
nies such as Exxon Mobil Corp. 
and Royal Dutch Shell PLC 
support the U.S.'s commitment 
to the Paris accord, other fos- 
sil-fuel companies, especially 
those with fewer investments 
in clean-energy technologies, 
have been pushing hard for 
complete withdrawal. 

Despite Exxon's support for 
the Paris pact, the company's 
shareholders Wednesday voted 
to demand more transparency 
from the company about the 
impact of climate change on 
its business. It's a further sig- 
nal that major investors con- 
tinue to have significant con- 
cerns about the risks of rising 
temperatures on the value of 
corporations. BlackRock Inc. 


and Vanguard Group, the com- 
pany's two largest sharehold- 
ers, had signaled last week 
that they were likely to sup- 
port the push for more trans- 
parency. 

At last week's summit of the 
Group of Seven leading nations 
in Sicily, European leaders also 
focused their conversations 
with Mr. Trump on persuading 
him of the importance of 
America's leadership when it 
comes to combating climate 
change and the economic op- 
portunities that can be derived 
from the advancement of new 
energy technologies. 

U.S. carbon emissions are 
likely to continue falling re- 
gardless of any political 
change of course, mainly for 
market reasons that have 
made it cheaper to use natu- 
ral gas to generate electricity 


instead of coal. Because of 
this switch, as well as greater 
efficiency throughout the U.S. 
economy, energy-related car- 
bon-dioxide emissions fell 
last year to the lowest level 
since 1992, according to the 
U.S. Energy Information Ad- 
ministration. 

Even if the U.S. withdraws 
and eschews any further emis- 
sions-reductions policies, a 
number of states will continue 
with regulations that are likely 
to be influential. California, 
for example, has a cap-and- 
trade law that seeks to reduce 
greenhouse-gas emissions. It 
took effect in 2012. It is also 
implementing a number of 
laws targeting vehicle effi- 
ciency and crude-extraction 
methods that emit high 
amounts of carbon. 

Still, environmentalists 


warn that an unraveling of 
the Paris accord, intended to 
slow the rise of the average 
atmospheric temperature be- 
fore it passes a dangerous 
threshold considered by sci- 
entists to mark an irrevers- 
ible point of climate change, 
is likely to have a permanent 
and profound impact on hu- 
man life on Earth. 

And foreign leaders have 
pointed to the buy-in from 
close to 200 countries as evi- 
dence of the shift in global 
thinking on the issue. "The im- 
portance of climate change has 
really risen above where it 
was 20-25 years and is now 
seen by many countries as an 
issue as important as interna- 
tional trade," said Andrew 
Light, a former senior climate- 
change official in the Obama 
administration. 


Killings Spur Call to Halt Portland Rallies 


By Zusha Elinson 


Days after the killings of 
two men in Portland, Ore., as 
they tried to defend women 
from a man shouting racial 
and anti-Muslim slurs, the 
Portland mayor is pressing to 
halt two rallies planned in the 
city. 

Portland Mayor Ted 
Wheeler is calling on the fed- 
eral government to cancel 
a "Trump Free Speech Rally" 
on Saturday and a June 10 
"March Against Sharia," a ref- 


erence to Islamic Shariah law. 

"Our City is in mourning, 
our community's anger is real, 
and the timing and subject of 
these events can only exacer- 
bate an already difficult situa- 
tion," Mr. Wheeler said in 
statement on his Facebook 
page. 

The rallies are scheduled to 
take place at a Portland plaza 
where the federal government 
controls permitting, according 
to the mayor. 

The American Civil Liber- 
ties Union responded sharply 


to the mayor's call. "The gov- 
ernment cannot revoke or 
deny a permit based on the 
viewpoint of the demonstra- 
tors. Period," the ACLU of Ore- 
gon said in a tweet. 

A spokesman for the North- 
west division of the General 
Services Administration, 
which handles permitting for 
the plaza next to the 
Edith Green-Wendell Wy- 
att Federal Building, declined 
to comment. 

Organizers of the rallies ei- 
ther didn't respond to re- 


quests to comment or couldn't 
be reached. 

Jeremy Joseph Christian, 35 
years old, is accused of stab- 
bing to death two men who in- 
tervened as he yelled racial 
and religious slurs at two 
young women on a commuter 
train in Portland on Friday. He 
injured a third man who is ex- 
pected to recover. 

The victims had stepped in 
to stop Mr. Christian, who was 
yelling "antireligious and anti- 
minority" slurs at two young 
women, one wearing a hijab, as 


well as others, said Sgt. Pete 
Simpson, a spokesman for the 
Portland Police Department. 

Ricky John Best, 53, died at 
the scene, and Taliesin Myrd- 
din Namkai-Meche, 23, died at 
the hospital, while 21-year-old 
Micah David-Cole Fletcher was 
injured, police said. 

Mr. Christian is being 
charged with two counts of 
aggravated murder, attempted 
murder, a felon in possession 
of a restricted weapon and 
two counts of intimidation, 
Sgt. Simpson said. 


WASHINGTON 

WIRE 


CONGRESS 

Pessimism Over GOP 
Health-Care Push 

Five months into the effort 
by President Donald Trump and 
GOP lawmakers to make good 
on their promise to repeal and 
replace Obamacare, Americans 
are pessimistic about how the 
House Republicans' plan would 
affect their personal well-being, 
according to a poll out Wednes- 
day from the nonpartisan Kaiser 
Family Foundation. 

Of those polled, 45% believe 
their costs would rise under the 
Republican health plan, com- 
pared with 28% who said the 
same in December of the ex- 
pected plan. 

The GOP's American Health 
Care Act, or AHCA, which the 
House narrowly passed in May, 
would roll back the Affordable 
Care Act's Medicaid expansion 
and restructure premium tax 
credits so they vary with age 
rather than income. The bill, which 
also waters down some of the 
ACA's protections for people with 
pre-existing conditions, would re- 
sult in an additional 23 million 
Americans not having health in- 
surance, according to a Congres- 
sional Budget Office estimate. 

Overall, just 31% of people ap- 
proved of the House Republican 
health plan— making it consider- 
ably less popular than the ACA, 
which nearly half of Americans 
now support. 

—Michelle Hackman 

HOMELAND SECURITY 

Officials Discuss 
Laptop Ban on Flights 

The U.S. held another round 
of high-level talks with Euro- 
pean Union counterparts on pos- 
sibly banning laptop computers 
from cabins on all international 
flights. 

Homeland Security Secretary 
John Kelly on Tuesday called Eu- 
ropean transport commissioner 
Violeta Bulc and home affairs 
commissioner Dimitris Avramo- 
poulos as part of talks with the 
EU about security concerns that 
would merit such a measure, rep- 
resentatives for both sides said. 

"While a much-discussed ex- 
pansion of the ban on large elec- 
tronic devices in the cabin on 
flights to the United States was 
not announced today, the secre- 
tary made it clear that an expan- 
sion is still on the table," Depart- 
ment of Homeland Security 
press secretary David Lapan said. 

A spokeswoman for the com- 
mission said that both sides 
"decided to intensify talks" and 
stressed that no decision had 
been yet taken by the U.S. 

—Valentina Pop 


MOLLY RILEY/ASSOCIATED PRESS 
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U.S. NEWS 


High Court 
To Review 
Voter Purges 


By Jess Bravin 


WASHINGTON-The Su- 
preme Court said it would re- 
view an Ohio procedure that 
has sharply scaled back the 
state's voting ranks, which a 
lower court found was too 
sweeping and improperly 
eliminated eligible voters from 
the rolls. 

The Ohio method at issue, 
in place since the 1990s, tar- 
gets citizens who haven't cast 
a ballot for two years. Ohio 
sends such people a notice 
asking them to verify their eli- 
gibility; if they don't respond 
and fail to vote in the next 
four years, the state cancels 
their registration. 

Ohio's approach, challeng- 
ers say, runs afoul of the Na- 
tional Voter Registration Act 
of 1993, which seeks to expand 
the number of eligible voters 
who are registered while also 
improving the accuracy of the 
voter rolls. Under that law, 
registered voters are to re- 
main on the rolls unless some- 
thing alters their eligibility, 
such as a felony conviction or, 
more typically, a move to a 
new address. States can't de- 
lete a voter simply because he 
or she fails to cast a ballot. 


Ohio argues that its prac- 
tice is lawful because it 
doesn't automatically delete 
voters for failing to vote. 

"Maintaining the integrity 
of the voter rolls is essential 
to conducting an election with 
efficiency and integrity," Ohio 
Secretary of State Jon Husted, 
a Republican, said in a state- 
ment. "I remain confident that 
once the justices review this 
case, they will rule to uphold 
the decades-old process that 
both Republicans and Demo- 
crats have used in Ohio to 
maintain our voter rolls as 
consistent with federal law." 

Before the lawsuit— filed 
last year by an African-Ameri- 
can labor organization, a 
homeless advocacy group and 
an improperly purged voter— 
Ohio required the voters it 
identified to provide detailed 
information, including a Social 
Security or driver's license 
number, or a copy of an iden- 
tity document, if they wanted 
to remain registered, regard- 
less of whether they had 
moved. 

To quell concerns, the state 
has since dropped most of 
those requirements, with new 
forms asking only that the 
voter confirm that he or she 



A voter casts his ballot in Ohio. The Supreme Court will address the legality of the state's method for removing names from the rolls. 


hasn't moved. The state says 
that since 2011 it has removed 
560,000 deceased voters from 
the rolls and cut more than 1.6 
million duplicate registrations. 

The challengers say that 
isn't enough. "Hundreds of 
thousands of people have been 
purged over the years," said 
Freda Levenson, legal director 
of the American Civil Liberties 
Union of Ohio, which is a co- 
counsel in the case, adding 
that many of them were im- 


properly removed. 

Ballot access has become a 
sharply partisan issue in sev- 
eral states, with Republicans 
typically seeking to raise bar- 
riers to voting and Democrats 
trying to remove obstacles. 

Under a temporary arrange- 
ment while the case proceeds, 
the state has halted the purge 
method and allowed voters 
whose names have been de- 
leted to cast provisional bal- 
lots if they show up at a poll- 


ing station. 

In November's election, 
7,500 such voters cast valid 
provisional ballots, the state 
said. 

The plaintiffs want Ohio to 
reinstate all of the improperly 
purged voters and rely only on 
post office change-of-address 
or undeliverable-mail no- 
tices— another purge method 
the state uses— to prompt ad- 
dress queries to voters. 

Ohio says a loss at the Su- 


preme Court could invalidate 
voter-purge procedures in 
other states. 

Ms. Levenson disagreed. 
"Ohio has the most draconian 
system," she said, in part be- 
cause "the trigger period of 
only two years is so much 
harsher" than those in other 
states. 

The case, Husted v. Ran- 
dolph Institute, will be heard 
in the next Supreme Court 
term, which begins in October. 


Critics Indict California Bar Exam for Low Pass Rate 



Michelle Freeman and Deborah Rodriguez participated in a moot court in San Francisco in March. 


By Sara Randazzo 


LOS ANGELES-California's 
notoriously difficult bar exam 
has long been a point of pride 
among the state's law- 
yers. Now it is prompting 
blowback. 

With passing rates hitting 
historic lows, the state's law 
schools are pushing for a con- 
troversial change: lowering 
the score required to pass. 

The educators argue that 
California holds graduates to 
an unreasonably high standard 8 
that no longer can be justified, £ 
especially as the price of law § 
school skyrockets. g 

Others say lowering the bar g 
would pander to a recent co- g 
hort of law students with | 
weak credentials and that law 
schools should either raise 
their own standards or shut 
their doors. 

The issue came to a head 
after the announcement that 
just 35% of takers passed the 
most recent California exam, 
given in February. Only 43% 
passed July's test, the lowest 
mark for the summer exam in 
more than three decades. 

Bar-passage rates nationally 
have trended downward since 
2014. While some states have 
begun to see rebounds, others 
haven't. Florida, for instance, 
continued a four-year down- 
ward slide on July's test, to 
68% passing, down from a re- 
cent high of 80% in July 2012. 

The declining rates have co- 
incided with a steep drop in 
applicants to law school, spur- 
ring the programs to shrink 
class sizes and, in some cases, 
admit students with weaker 
grades and test scores. From 
2010 to 2016, first-year enroll- 
ment at American Bar Associa- 
tion-accredited schools nation- 
wide fell nearly 29%. 

One camp of law-industry 
watchers blames the drop in 
passing rates on the declining 
credentials of incoming 


classes. Others point to chang- 
ing study habits of millennials, 
who grew up with the ability 
to find information at their 
fingertips and aren't accus- 
tomed to the intensive memo- 
rization and writing skills 
needed to pass a bar exam. 
Law schools point to the test's 
required score as the problem. 

The issue has been acute in 
California, which licenses the 
second-largest number of law- 
yers each year after New York 
and houses 10% of the nation's 
ABA-accredited law schools. 

Deans of 20 of California's 
nationally accredited law 
schools earlier this year un- 
successfully tried to persuade 
the California Supreme Court, 
which oversees the state bar 
association and regulates the 
exam, to temporarily lower the 
standards for passing. The 
controversy soon reached the 
Statehouse, where the Senate 
Judiciary Committee called a 
hearing to analyze the decline. 

Now, the State Bar of Cali- 
fornia is racing to answer a 
series of existential questions: 


Is the stringent test— with a 
passing standard higher than 
all states but one— serving the 
public interest? And does the 
exam even test what incoming 
lawyers need to know? 

A study released this week 
by two Pepperdine University 
School of Law professors, Rob- 
ert Anderson IV and Derek 
Muller, concluded that Califor- 
nia lawyers with lower bar- 
exam scores were more likely 
to be disciplined or disbarred 
during their careers, based on 
limited publicly available data. 

The format of the exam 
hasn't changed substantially in 
decades, though the test will 
be reduced from a three-day 
undertaking to two days start- 
ing in July. A California state- 
bar analysis concluded that 
the two-day test shouldn't af- 
fect passage rates. 

At the University of Califor- 
nia Hastings College of the 
Law in San Francisco, Dean 
David Faigman said he was 
shocked and disappointed last 
fall to learn that just 51% of 
his graduates taking the test 


for the first time passed the 
July exam. 

While accepting that his 
school had to do more to help 
students prepare, his ire soon 
turned to the exam. 

Each state sets its own 
passing score on a common 
multiple-choice section of the 
bar developed by a national 
organization. Since 1984, Cali- 
fornia's so-called cut score has 
been 144, higher than every 
state but Delaware. New York 
uses 133; 16 other states set it 
at 135. 

If California used the same 
passing score as New York on 
July's test, 87% of graduates 
from nationally accredited 
schools in the state would 
have passed, compared with 
the 62% who passed, accord- 
ing to an analysis commis- 
sioned by the state bar. 

"Does California know 
something the rest of the 
country doesn't?" Mr. Faigman 
said. "The more I dug, the 
worse it smelled in terms of 
what California was doing." 

Mr. Faigman and other 


Failing the Bar 

California's notoriously difficult bar exam has had historically low 
pass-rates in recent years. Passing rates on the state's exam offered 
in July: 

90% 
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deans say lowering the stan- 
dard isn't a matter of catering 
to students who are no longer 
equipped to pass. Instead, they 
argue there is no good reason 
passing the exam ever had to 
be so hard. 

Weily Yang, a 2015 graduate 
of Whittier Law School in 
Southern California, failed the 
bar three times before passing 
February's test. Whittier Col- 
lege announced in April that it 
would close the law school, in 
part because of low bar-pas- 
sage rates. 

Preparing for the bar multi- 
ple times taught Mr. Yang how 
to pass the test, he said, but "I 
don't think it helped me at all 
at becoming a better lawyer." 

The 33-year-old has been 
living with his parents since 
graduating and now has a job 
at a trusts-and-estates law 
firm. The time spent retaking 
the test, he said, "hindered my 
finances, it hindered my qual- 
ity of life." 

Some practicing lawyers 
say the problem isn't the diffi- 
culty of the test but that there 


are too many law schools 
churning out graduates with 
little chance of finding decent 
employment. 

"The focus should not be on 
dumbing down the ability to 
pass the bar," said Jeremy 
Rosen, a partner at California 
appellate firm Horvitz & Levy. 
Rather, Mr. Rosen said, the 
takeaway should be that "a lot 
of people shouldn't be in law 
school. We have too many law 
students nationwide." 

The state bar is now work- 
ing to complete a series of 
studies by the fall that will 
help the state Supreme Court 
decide what to do. Some 
states have moved their pass- 
ing score down in past de- 
cades, though more have 
raised it. 

"We intend to let the re- 
sults of these studies guide 
the direction we take and the 
recommendations we make," 
said Leah Wilson, the chief op- 
erating officer of the state bar, 
who added that the associa- 
tion is concerned about the 
falling passage rates. 


U.S. WATCH 


OHIO 

State Sues Drug Firms 
Over Opioid Crisis 

Ohio's attorney general said 
the state is suing five drug 
makers, alleging they fueled 
the opioid crisis by misrepre- 
senting the addictive risks of 
their painkillers. 

The lawsuit targets Purdue 
Pharma LP, Endo Health Solu- 
tions, Janssen Pharmaceuticals, 
Cephalon and Allergan PLC, a 
spokeswoman for Attorney 
General Mike DeWine said. The 
companies couldn't immediately 
be reached to comment. 

In a news conference, Mr. 
DeWine, a Republican, said the 
companies were dishonest with 
doctors about their painkillers' 


risks. He said they marketed 
heavily to general practitioners, 
who "may not have a particular 
specialty" in treating pain. "The 
evidence is going to show they 
knew what they were saying 
was not true and they did it to 
increase sales," Mr. DeWine said. 

Ohio has been among the 
states hardest hit by opioid ad- 
diction, which has helped drive 
U.S. overdose deaths to all-time 
highs. 

—Jeanne Whalen 

CLEVELAND 

Officer Who Shot 
Tamir Rice Is Fired 

The Cleveland police officer 
who fatally shot 12-year-old 
Tamir Rice while the boy was 


holding a pellet gun in 2014 was 
fired Tuesday after an investiga- 
tion found he violated rules in 
his application to be a police ca- 
det, city officials said. 

Timothy Loehmann was fired 
specifically for providing false in- 
formation on his application to 
become a Cleveland police offi- 
cer, a violation of city rules, 
rather than because of actions 
directly related to the shooting 
of Tamir Rice. In documents sup- 
porting Mr. Loehmann's termina- 
tion, officials said that he omit- 
ted that he would have been 
fired by his previous employer, 
the Independence Police Depart- 
ment in Ohio, for failing to se- 
cure his firearm and lying to a 
superior officer, but was allowed 
to resign instead. 

—Shibani Mahtani 



SPELLING BEE: Avril Regis, 14, of Pago Pago, American Samoa, watching competitors during the 
2017 Scripps National Spelling Bee at National Harbor in Oxon Hill, Md., on Wednesday. 


JOSHUA ROBERTS/REUTERS TY WRIGHT/GETTY IMAGES 
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Continued from Page One 
government until March that 
his company was paid to rep- 
resent Turkish interests. He is 
now facing military, congres- 
sional and criminal investiga- 
tions into allegations that he 
improperly concealed his fi- 
nancial ties to Turkey and Rus- 
sia, and into whether the ties 
played any role in his decisions 
as the president's adviser. 

Along with the money from 
the Turkish businessman, Mr. 
Flynn received $33,750 from a 
Russian state news network to 
travel to Moscow in 2015, sit 
next to President Vladimir Putin 
at a gala and give a public inter- 
view on U.S. foreign policy. 

A federal grand jury in Vir- 
ginia recently issued subpoenas 
to people who worked for the 
Flynn Intel Group. Last week, 
Mr. Flynn said he would invoke 
his Fifth Amendment right 
against self-incrimination and 
refuse to honor a subpoena from 
the Senate Intelligence Commit- 
tee, which is investigating alle- 
gations of Russian interference 
in the 2016 presidential election. 

On Tuesday, Mr. Flynn said 
he would turn over documents 
from his businesses to the Sen- 
ate Intelligence Committee, ac- 
cording to a person familiar 
with the matter. The Flynn Intel 
Group shut down in November. 

Robert Kelner, the attorney 
for Mr. Flynn and the Flynn In- 
tel Group declined to comment. 
In the past, Mr. Kelner has criti- 
cized what he called “unfounded 
allegations" against Mr. Flynn 
and said he hoped Mr. Flynn 
would have a fair chance to tell 
his story. Mr. Kian didn't re- 
spond to requests for comment. 

Focus of film 

Flynn Intel Group hired pro- 
fessionals to shoot the docu- 
mentary and then worked to 
conceal its role in producing the 
film, according to David Enders, 
a former VICE News correspon- 
dent hired to work on the proj- 
ect. The Wall Street Journal re- 
viewed footage prepared for the 
unfinished documentary, which 
was shelved last November, two 
days before Mr. Flynn was offi- 
cially asked to become the pres- 
ident's national security adviser. 

Mr. Enders and Rudi 
Bakhtiar, a former CNN anchor 
hired to be the on-camera face 
for the film, said the disclo- 
sure in March about Mr. 
Flynn's work as a foreign 
agent came as a shock. 

Ms. Bakhtiar said she was 
misled about the true inten- 
tions of the film, which she 
said was focused on attacking 
a U.S. -based Turkish imam 
President Recep Tayyip Erdo- 
gan has accused of orchestrat- 
ing last summer's botched mili- 
tary coup. She said she thought 
the work would produce an ob- 
jective, investigatory documen- 
tary about Turkey and Fethul- 
lah Gulen, the imam. 

As the documentary plans 
moved ahead last fall, Mr. 
Enders said that Mr. Kian told 
him he didn't want anyone to 
know who was behind the film 
about Mr. Gulen, whom Mr. 
Erdogan wants the U.S. to ex- 
tradite to Turkey to face accu- 
sations he runs a terrorist 
group behind last summer's 
failed coup. 

“Bijan said they did not want 
to be connected to this in any 



Cast of Characters Behind the scenes of an unfinished fi m 
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way," Mr. Enders said. “He said: 
"We don't want anyone to know 
the Flynn Intel Group has any- 
thing to do with this.'" Mr. 
Enders said Mr. Kian didn't ex- 
plain his reasons. 

The project began last sum- 
mer, after Mr. Erdogan quashed 
a poorly conceived July 15 mili- 
tary coup attempt. A few weeks 
later, Ekim Alptekin, a Turkish 
businessman and Erdogan de- 
fender, signed a three-month 
contract with the Flynn Intel 
Group to help Turkish interests. 

Mr. Alptekin, head of a 
Netherlands-based consulting 
firm called Inovo BV, and 
chairman of the Turkey-U.S. 
Business Council, a group that 
promotes business between 
the two countries, said he 
wanted to use the documen- 
tary to help expose America to 
the dangers of Mr. Gulen. 

“We were thinking of a 
small, '60 Minutes' kind of a 
thing, where these conclusions 
are brought to the public," Mr. 
Alptekin told the Journal. “We 
thought that might have a 
good effect." 

Mr. Gulen, who lives in Penn- 
sylvania, has repeatedly denied 
playing any role in last sum- 
mer's failed coup in Turkey or 
that he leads a terrorist group. 

U.S. officials have said sev- 
eral times over the past year 
that Turkey has yet to provide 
enough evidence to extradite 
Mr. Gulen. Washington's refusal 
to comply with the request re- 
mains a major point of conten- 
tion between the two countries. 

On Sept. 9, Mr. Alptekin's 
company sent the first $200,000 
to the Flynn Intel Group, accord- 
ing to the U.S. company's For- 
eign Agents Registration Act fil- 
ing, the disclosure that was filed 
in March. Mr. Alptekin said the 
money for the project came 
from his own accounts and not 
the Turkish government. 

Four days later, the Flynn 
Intel Group sent $40,000 back 
to Mr. Alptekin's firm and 
characterized it in the filing as 


a consulting fee. 

Mr. Alptekin said the 
$40,000 was actually a refund 
because the Flynn Intel Group 
didn't have the ability to lobby 
the U.S. government as planned. 

“They didn't have a game 
plan, so they immediately wired 
the lobbying component of the 
contract back to me," Mr. 
Alptekin said. “So that was a re- 
imbursement to me." 

In its foreign registration fil- 
ing, the Flynn Intel Group said 
its work was “focused on im- 
proving U.S. business organiza- 
tions' confidence regarding do- 
ing business in Turkey, 
particularly with respect to the 
stability of Turkey and its suit- 
ability as a venue for invest- 
ment and commercial activity." 

In Washington, the Flynn In- 
tel Group began gathering pub- 
licly available information about 
Mr. Gulen, with a particular fo- 
cus on his network of charter 
schools in the U.S. 

The company hired Mr. 
Enders, who said he was asked 
to track down for the docu- 
mentary historic footage of 
Ayatollah Ruhollah Khomeini, 
the Iranian leader who took 
power in 1979 after the coun- 
try's shah was overthrown. 
Mr. Enders, who was paid 
$3,400 for his work, said he 
was initially told the film 
would be a “well-investigated 
documentary about Iran." Mr. 
Enders said it later became 
clear that Mr. Kian saw Mr. 
Gulen as a Turkish Ayatollah. 

Ms. Bakhtiar, who was hired 
to conduct interviews on cam- 
era, and Mr. Kian were old fam- 
ily friends united by their Ira- 
nian heritage. Mr. Kian, a former 
director of the Export-Import 
Bank, got in touch to express 
sympathies with Ms. Bakhtiar in 
2005, after her father died. Ms. 
Bakhtiar's uncle, who served as 
the last prime minister of Iran 
before the 1979 revolution, was 
assassinated in Paris in 1991. 

Ms. Bakhtiar had worked as 
an anchor at CNN and a corre- 


spondent at Fox News, Voice of 
America and Reuters, and had 
traveled to some of the world's 
toughest spots throughout her 
career, including Iran and Iraq. 

Last fall, Ms. Bakhtiar said 
Mr. Kian told her he wanted to 
bring her in on a “very exciting" 
project about Turkey. At the 
time, Turkey was in the midst of 
a sweeping post-coup crack- 
down on dissent. Mr. Erdogan 
had imposed a state of emer- 
gency and had begun detaining 
tens of thousands of soldiers, 
police officers, teachers, journal- 
ists and diplomats accused of 
supporting Mr. Gulen. 

Ms. Bakhtiar said she 
agreed to meet Mr. Kian at his 
office in Alexandria, Va. She 
said she didn't realize until she 
got there that it was the of- 
fices of the Flynn Intel Group. 
She said Mr. Kian told her at 
that meeting that the company 
he ran with Mr. Flynn would 
be funding the project. 


Mr. Flynn’s group 
was producing the 
documentary for a 
Turkish businessman. 


At the time, Mr. Flynn, who 
had been fired as head of the 
Pentagon's intelligence branch 
in 2014, had recently rocketed 
to the center of the campaign 
news by delivering a fiery 
speech at the Republican Na- 
tional Convention, where he led 
the crowd in chanting “lock her 
up" about Mr. Trump's Demo- 
cratic opponent, former Secre- 
tary of State Hillary Clinton. 

“I was excited— until I real- 
ized it was Flynn Intel Group," 
said Ms. Bakhtiar, who agreed 
to work on the film anyway, in 
part because Mr. Kian was a 
family friend. 

Meanwhile, lobbying firm 
SGR LLC, run by veteran Wash- 


ington consultant Jim Cour- 
tovich, was hired to promote the 
film once it was made, and it 
developed proposals to try to 
place the documentary on news 
shows such as PBS's “Frontline," 
according to one consultant in- 
volved in the project. 

SGR also created a Monop- 
oly-style illustration it called 
“Gulenopoly." It was paid 
$40,000 by the Flynn Intel 
Group for its work, according to 
the foreign registration filing. 

A short time after the Alex- 
andria meeting, Ms. Bakhtiar 
said Mr. Kian called her and 
asked her to meet him at a bou- 
tique hotel in Washington the 
next day to do some interviews 
for the film. Mr. Kian sent over 
a packet of background infor- 
mation to prepare, and all of it 
centered on Mr. Gulen. 

The info on Mr. Gulen, said 
three people who saw it, was 
little more than a collection of 
information easily available on 
the internet, including publicly 
available details about his 
charter schools. 

When Ms. Bakhtiar got to the 
hotel, she said she met Mr. Kian 
and Mr. Enders, who were wait- 
ing in a room to do the inter- 
views. Mr. Kian gave Ms. 
Bakhtiar a list of questions to 
ask and told her the people 
coming didn't have much time. 

Mr. Enders said Mr. Kian 
told him to bring the equip- 
ment in piece-by-piece so the 
hotel staff wouldn't know they 
were filming. “It was very hush- 
hush," Mr. Enders said. “They 
were like Keystone Kops." 

As Ms. Bakhtiar prepared 
for the interviews, Mr. Kian 
greeted the men she would be 
talking to, which included Is- 
mail Hakki Pekin, the general 
who once served as head of 
Turkey's military intelligence 
branch, and Nedim Sener, a 
well-known Turkish journalist. 

The men have said they were 
persecuted by supporters of Mr. 
Gulen, who were once allies of 
Mr. Erdogan and held powerful 


| government positions, 
g Ms. Bakhtiar said she had 
| little time to prepare and 
| knew little about the Turks 
§ she was interviewing. 

U In his 20-minute interview, 
I Mr. Pekin repeated a contention 
| by top Turkish officials that Mr. 
i Gulen was an asset of the Cen- 
g tral Intelligence Agency, which 
s protected the Turkish cleric 
| from being extradited. 

£ Mr. Pekin said that he 
^ wanted to take part in the doc- 
§ umentary because he saw it as 
I a chance to let as many Ameri- 
| cans as possible know about 

1 the danger posed by Mr. Gulen. 
| At the end of the interview 
| with Mr. Sener, Mr. Kian 
i? stepped in to ask a few ques- 

2 tions of his own. But he 
| wanted to make sure he 
t wouldn't be filmed. 

1 “I don't want to be on cam- 

2 era," Mr. Kian can be heard 
| whispering in the video re- 
1 viewed by the Journal. 

§= “That's fine," responds Mr. 
| Enders, who was running the 
I camera. “You're not." 
g Mr. Sener told the Journal 
| that he came to Washington 
| because he thought it was im- 
d portant to raise the issue of 
1 Mr. Gulen with U.S. officials. 
| “The Americans think of him 
| as a supporter of moderate Is- 
| lam," he said. “However, 
£ Fethullah Gulen is the plotter 
| of the July 15 coup." 

| Ms. Bakhtiar, who was paid 
§ $1,200 for the day's work on 
the film, said she told Mr. Kian 
that she wanted to go to Tur- 
key to round out the piece. “I 
said: T want to get both 
sides,"' she said. “I'm a jour- 
nalist. He never said 'We're 
going to make a documentary 
that's going to crush Gulen.' I 
never would have done it." 

She said she hasn't been 
contacted by any officials in- 
vestigating Mr. Flynn. 

Publicity pledge 

A few days after the film- 
ing, Mr. Alptekin wired an- 
other $185,000 to the Flynn 
Intel Group. Mr. Alptekin said 
he shaved off $15,000 because 
the company wasn't living up 
to its pledge to produce some 
good publicity. 

“PR is something that you 
have to see," he said. “It's not 
something that is behind-the- 
scenes. It's in front of the 
scenes, so if there is no out- 
put, it's very clear that noth- 
ing is happening." 

The next week, the Flynn 
Intel Group sent another 
$40,000 back to Mr. Alptekin's 
firm and later classified it as a 
consulting fee. Again, Mr. 
Alptekin said, the money was 
a reimbursement, not a con- 
sulting fee. 

By mid-October, work on 
the film had come to a halt. 

On Nov. 8, Election Day, The 
Hill newspaper printed an op-ed 
by Mr. Flynn that compared Mr. 
Gulen to Ayatollah Khomeini 
and backed Turkey's demand 
that Mr. Gulen be extradited. 

The piece included an image 
of the spoof Gulenopoly game. 

On Nov. 14, Mr. Alptekin sent 
another $145,000 to the Flynn 
Intel Group. The next day, two 
days before the president-elect 
named Mr. Flynn as his first 
national security adviser, Mr. 
Alptekin and the Flynn Intel 
Group ended their contract. 

Mr. Alptekin said the three- 
month contract came to a nat- 
ural end. “They did a great 
job," he said. 


SPOUSE 

Continued from Page One 
people at my age— their par- 
ents are talking about what 
home to buy in Florida or Ari- 
zona or what cruise to go on." 

The Ashfords' electoral 
equivocating began early this 
year. Stung by his tight loss in 
November, Mr. Ashford, 67 
years old, planned to travel 
and work with a group hoping 
to launch streetcars in Omaha. 
Mrs. Ashford, 57, a health-care 
executive growing increasingly 
interested in politics, spotted 
an opening. 

“I thought, oh, OK, if he's 
not going to do it, I'd like to 
step up," she said. 

But as the weeks passed, 
Mr. Ashford, who had previ- 
ously served in the Nebraska 
state legislature, began miss- 
ing his old job on Capitol Hill, 
and itching to take on Mr. Ba- 
con. “Both of us would like to 
run," she said. “We just talk 
through it as thoughtfully as 
we can." 

The couple, who have been 
married almost 25 years, 
said they are consulting, but 
not pressuring, their children. 
All five family members are 
on a text message chain 


through which they send fre- 
quent dispatches. 

“We joke— and it's purely a 
joke— that we're going to have 
a family primary," Mrs. Ash- 
ford said. “Since we have 
three children, clearly there 
can't be a tie." 

John Ashford said his step- 
mother first floated the idea 
to them on a family trip to 
Portugal in January. His hopes 
of taking a break campaigning 
for his dad, which the 37-year- 
old son has been doing for 
three decades, were quickly 
replaced by family delibera- 
tions over the Ashfords' elec- 
toral pros and cons. 

“My dad has the [political] 
experience, but my stepmom 
has worked in health care for 
25 years, she's been an execu- 
tive," he said, noting that he 
hasn't endorsed either parent. 
“I will say that Christmas is 
going to be good for me this 
year," he joked. “I think I 
could really leverage a pretty 
fantastic gift at this point." 

His sister, Elbe, 30, said 
she was initially skeptical 
about her stepmother's foray 
into politics. 

“When she first told me 
about it, I said, 'to be honest, 
I don't think that's a good 
idea,' " she said, worried that 
Mrs. Ashford would be per- 



Brad Ashford, with his wife, Ann Ferlic Ashford, in 2014. 


ceived as trying to ride her 
husband's coattails. But her 
thoughts evolved as she in- 
creasingly believed Mrs. Ash- 
ford could successfully run as 
a political outsider with deep 
business experience, as well as 
a woman and mother. 

“I would say Ann is the 
rock in our family and my dad 
is the dreamer— that's their 
dynamic," Elbe Ashford said. 


The couple met in 1991, 
when Mrs. Ashford joined the 
downtown Omaha Rotary club 
and was assigned to be a 
greeter with Mr. Ashford's 
running partner, who set 
them up on a blind date. “We 
met for brunch on a Sunday. 
We ended up getting married" 
in 1993, Mrs. Ashford said. 
They also have a son, Tom, 
who is 19. 


Politics for the Ashfords 
has long been a family affair, 
with the occasional respite 
from policy discussions de- 
manded by the kids, Mrs. Ash- 
ford said. 

“Sometimes when we go on 
family vacations they say, 'OK, 
now we're going to talk about 
the scenery instead of what is 
the government like in this 
country,' " she said. 

The Ashfords' marital de- 
bate has few identical prece- 
dents on Capitol Hill, but some 
couples have faced similar de- 
8 cisions. When Rep. Jim Banks 
§ (R., Ind.) was deployed to Af- 
S ghanistan while serving in the 
§ Indiana state Senate, his wife, 
§ Amanda, was elected by a cau- 
^ cus to serve as his replace- 
| ment for the chamber's ses- 
2 sion in 2015. 

i Rep. Debbie Dingell (D., 
Mich.) in November 2014 won 
the seat held by her husband, 
Rep. John Dingell, when he re- 
tired after nearly six decades 
in the House. 

Mrs. Dingell said people as- 
sumed she was trying to ride 
her husband's last name to 
Congress so she refused to let 
him attend some campaign 
events with her. “I didn't 
want to be seen with him," 
she said. “I needed to be Deb- 
bie Dingell and stand on my 


own two feet, period." 

More commonly, the first 
wave of women elected to 
Congress often took over seats 
vacated by their husbands' 
deaths. Between 1917 and 1976, 
roughly a third of the 95 
women who served in the 
House or Senate were elected 
or appointed to succeed their 
late husbands. 

“I haven't done that yet," 
Mr. Ashford quipped about his 
own demise. “That would 
make the decision so much 
easier." 

Earlier this year, Rep. 
Denny Heck (D., Wash.) went 
to dinner at Clyde's, a Wash- 
ington restaurant, with both 
Ashfords and Elbe to deliver 
his opinion. 

“I weighed in very 
strongly," said Mr. Heck, a 
friend of the family. “I looked 
them in the eye. I said, 'Work. 
This. Out.' " 

Mr. Ashford said the couple 
is leaning toward having him 
run and will make a final deci- 
sion in the next couple of 
weeks. 

“We said it would be an 
Ashford," said his son John. 
“We do have our dog, Sasha, 
and she's still in the running 
as well." 

—Reid J. Epstein 
contributed to this article. 
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JASON GAY 

If Offices Go Old 
School, I Need Booze 

A retro twist in modern workplace culture has columnist Jason Gay 
considering his options. And cocktails. 


AMERICA'S MOST coveted work- 
place item? A door to slam in co- 
workers' faces! The Journal's Van- 
essa Fuhrmans reported last week 
that executives are tired of the 
egalitarian, open-floor planning 
craze, in which they are forced to 
share desk space, lunchtime aro- 
mas and even conversations with 
low-ranking employees, and are 
demanding a return to the era of 
private offices, where today's 
workplace leaders will be able to 
shut the door and save the com- 
pany in blissful, creative silence. 

Or, nap. 

Critics claim open floor-planning 
hasn't been the innovation-booster 
it was sold to be-all that insidious 
mingling instead led to distractions 
and low productivity, not to men- 
tion insufferable small talk about 
CrossFit. 

The plea for private offices fol- 
lows the backtracking of another 
modern workplace standard: re- 
mote employees. 

Just recently, IBM boss Ginni 
Rometty blew on the corporate 
conch shell and called the com- 
pany's thousands of remote work- 
ers back to the reef. The idea, IBM 
explained, is to bring all that talent 
together and build a collaborative 
workplace where innovation hap- 
pens— at least until everyone gets 
sick of it, and demands private of- 
fices. 

As someone who has worked re- 
motely, and also at a desk, a cubi- 
cle, and, glamorously, an office with 
a window that looked directly into 
the window of the office bathroom, 

I see all sides here. To be honest, 
I'm perfectly capable of screwing 
around and not doing my work 


while sitting at home, elbow-to-el- 
bow with my colleagues, or behind 
a hermetically sealed door. I have 
days working at home when noon 
rolls around, and I have to remind 
myself I haven't put on pants. There 
are also days in the office I would 
do anything not to put on pants. 

But if we're really turning back 
the clock here, to the retro Ameri- 
can office environment, where sta- 
tus was conferred by getting your 
name etched on a door, and "remote 
worker" was just another term for 
"semi-employed," we should be de- 
manding a few more things: 

1. The return of the bar cart. Seri- 
ously. We need it. If our bosses are 
going to summon us back to head- 
quarters, then promptly retreat to 
their wood-panelled lairs, the least 
they can do is return the good old- 
fashioned bar cart. I'm too young 
to have been in an office for the 
bar-cart's boozy prime, but I've 
heard all the stories about how 
great it was to hear those little 


wheels rolling around 4:30 p.m., 
how everyone at work got so ex- 
cited, like kennel puppies at feeding 
time. Of course, those pleasant bar- 
cart stories led to other, less pleas- 
ant bar-cart stories, which were a 
big reason why the bar cart went 
away. But why not give it another 
try? I'm not asking for much here. 

A bar cart in 2017 doesn't have to 
be the King Cole at the St. Regis. 
Just a modest cart with whiskey, 
bourbon, vodka, gin, tequila, rum, 
cognac, champagne, a selection of 
domestic and Europeans reds and 
whites, vermouth, triple sec, 

Midori, Frangelico, bitters, and all 
appropriate mixers and fruits. 

That's it. Maybe some mixed nuts. 

(If you're a CEO, think about all 
the gloomy emails you have to 
send these days, telling workers 
about downsizing and budget re- 
ductions and how this year's holi- 
day party will not take place at 
Applebee's, but in a parking lot be- 
hind the Applebee's. Now imagine 
what it will be like to send out an 


email about the return of the bar 
cart, what a hero you will be in 
the office... for at least a couple 
hours, until everyone starts talking 
behind your back again. Do it!) 

2. Smoking. Now I know what 
you're thinking: Hey, man, smoking 
cigarettes in the office is illegal. 
And it is. But so is microwaving 
fish in the break room, and your 
co-workers commit that crime ev- 
ery day. I am old enough to have 
begun in journalism when it was 
still acceptable to smoke in the 
newsroom, and I have fond memo- 
ries of my beloved first editor 
standing over my shoulder, watch- 
ing me type, telling me to move 
this word or that word, as the end 
of his Camel Light continued to 
burn and lengthen and finally ash- 
ing on my shoulder, whereupon he 
would brush it away like the father 
figure I hoped he was. I'm not 
complaining. It was status in our 
newsroom: We counted how many 
times we got ashed on. 


I also remember offices with 
smoking rooms, and how those 
smoking rooms became, in effect, 
influential secret societies, with 
their own rules and gossip and 
even marriages. Employees took 
up smoking just so they could 
hang out in the smoking room. 

Talk about the collaborative spirit! 
Yes, there are some health con- 
cerns, but those blueberry scones 
in the morning meeting aren't go- 
ing to lengthen your life, either. 

3. Weekends. Yes: it's more likely we 
get smoking back than our week- 
ends back. But no harm in asking. 
Working stiffs of a certain age will 
remember what it was like to leave 
the office on a Friday at 5 p.m.— or, 
hey, a Thursday at 4 p.m.— and not 
think a single thought about the of- 
fice or anyone inside it until re- 
turning to the desk on Monday. 
What a perk it was! Today there 
are no boundaries; technology and 
guilt have conspired to make the 
weekend a hellish extension of the 
work week. And many of us have 
accepted it. We're such suckers! 
Remember when people used to 
send emails on a Saturday that 
read, "Sorry for emailing on a Sat- 
urday, but..."? Now nobody does 
that— even though we all know the 
truth, that everyone hates the in- 
terruptions, including the boss, and 
nothing ever gets accomplished by 
those weekend email chains except 
to give everyone a throbbing case 
of paranoia. I'm telling you, if the 
American workplace will just give 
me the weekend, I'll never ask for 
an office with a door, or anything 
else. Well, OK: the bar cart. I would 
really like that. 


FILM 

SMASHING HOLLYWOOD'S 
GLASS CEILING 



Gal Gadot as Wonder Woman with director Patty Jenkins on the film set. 


BY MICHAEL SALFINO 
AND BEN FRITZ 


WONDER WOMAN has battled ge- 
netically-engineered alien killing 
machines and the God of War. But 
now with director Patty Jenkins, 
she's at the center of perhaps her 
toughest battle to date: Hollywood's 
glass ceiling. 

Ms. Jenkins is the director of 
Warner Bros.' "Wonder Woman" 
opening June 2, starring Israeli ac- 
tress Gal Gadot. It's the first movie 
focused on a female superhero 
since 2005's "Elektra" and Ms. 
Jenkins is the first woman to ever 
direct a Hollywood superhero film. 

The movie is high-stakes enough 
simply because it comes after War- 
ner last year released two movies 
featuring its DC Comics super-he- 
roes, "Batman v Superman" and 
"Suicide Squad," that performed 
well at the box office but were re- 
viled by critics and fans. Its success 
or failure will inevitably also be- 
come part of ongoing debates in 
Hollywood about representations of 
women on screen and their inclu- 
sion behind the camera. 

This is hardly surprising given 
that just 7% of directors of the top 
250 grossing films of 2016 were 
women, according to a San Diego 
State study. That's down from 9% in 
2015. The study also found that just 
17% of editors, 13% of writers and 


5% of cinematographers last year 
were women— and those are the 
professions where many directors 
typically first prove themselves. Fe- 
male actors did account for 37% of 
major characters, up three points 
from 2015 and a recent high. 

In the superhero genre, which 
currently dominates Hollywood, the 
numbers are far worse. A growing 
chorus of fans have complained that 
female characters aren't given the 
spotlight enough. "Captain Marvel," 
due in 2019, will be the first film 
from Disney's Marvel Studios to fo- 
cus on a superheroine, after 20 
prior ones focused on men or 
teams. It will be directed by the duo 
Anna Boden and Ryan Fleck, mark- 
ing the first time Marvel has made a 
film with a female director. 

Female directors sometimes drop 
out of projects due to creative dif- 
ferences, as happens frequently to 
men too, but the splits often get 
more attention because of the pau- 
city of women making movies. 

Marvel talked to "Selma" direc- 
tor Ava DuVernay about directing 
next year's "Black Panther, but she 
split due to differing visions for 
the movie from the studio. Ryan 
Coogler, director of "Creed," ulti- 
mately directed the film. 

Ms. Jenkins, meanwhile, came 
close to directing 2013's "Thor: The 
Dark World" for Marvel, but she 
parted ways, also citing creative 
differences and was replaced by 


Alan Taylor. 

Her career is emblematic of the 
struggles many female filmmakers 
have faced in Hollywood. After di- 
recting 2003's "Monster," which 
won Charlize Theron an Oscar for 
best actress, Ms. Jenkins worked 
in TV, including prestige assign- 
ments like "Entourage" and "The 
Killing," but didn't get another fea- 
ture film to the finish line until 
"Wonder Woman," that's nearly a 
14-year gap. 

She says cancelled projects and 
pregnancy also contributed to her 
absence and that she continued to 
work in television. "But now I'm 
back to my true love, movies." 

No director who oversaw a Best 
Actress or Actor Oscar since 1999 
has waited so long between films. 
The second- and third-longest 
waits for a follow-up assignment 
also belong to women directors. 
Kimberly Peirce had a nine-year 
gap between "Boys Don't Cry," 
which won Hilary Swank a gold 
statue, and Ms. Peirce's next film, 
"Stop-Loss." And British stage di- 
rector Phyllida Lloyd hasn't re- 
turned to the silver screen since 
helping Meryl Streep win Best Ac- 
tress in 2011 for "The Iron Lady." 

The average gap between films 
for the men who have directed 
their leading actors to an Oscar 
during that stretch is under three 
years compared to nearly 10 years 
for the three women. 


With a budget well above $100 
million, "Wonder Woman" is the 
biggest live-action movie ever di- 
rected solely by a woman. Early re- 
views of the movie have been posi- 
tive and a sequel is likely if box 
office returns are robust. At the 
moment though, 13 superhero mov- 


ies are scheduled for release in the 
next two years and with the excep- 
tion of "Wonder Woman" and "Cap- 
tain Marvel," all of them feature 
teams or men alone and will be di- 
rected by men. 

—Christopher John Farley 
contributed to this article. 


WARNER BROS. JONATHAN CARLSON 
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REVIEW & OUTLOOK 


The White House Mess 


W hite House aides are leaking that 
President Trump is considering a 
staff shakeup to stop them from 
leaking, and the casualty on 
Monday was communications 
director Mike Dubke. Mr. 

Trump certainly needs to fix 
his White House mess, but 
staff changes won't matter un- 
less the President accepts that 
he is the root of the dysfunction. 

Mr. Dubke's departure was rumored for 
weeks, though he'd been on the job for only 
three months. He wasn't the problem, and his 
replacement won't be the solution. It's impossi- 
ble to run a communications operation, or a 
policy shop, if the top man prefers chaotic, 
make-it-up-as-you-go management. 

Take two recent examples. In late April Mr. 
Trump decided after consulting with a couple 
of advisers that he wanted to unilaterally with- 
draw from Nafta. No staff preparation. No 
warning to Mexico or Canada. 

As word spread that the announcement was 
imminent, other aides and business leaders 
swung into action to prevent it, including pleas 
to Prime Minister Justin Trudeau to call the 
President. Mr. Trump stood down, but the re- 
sult was wasted political energy and economic 
uncertainty. 

Then there was the fire drill over Mr. 
Trump's tax plan. The White House National 
Economic Council had been working to develop 
a plan to send to Congress, but suddenly the 
President announced publicly that he wanted 
it rolled out in days. The result was a one-pager 
that moved in the right policy direction but was 
easily attacked for its lack of details. Mr. Trump 
may have wanted to galvanize his team, but the 
drill wasted time and did little to build a Repub- 
lican consensus in Congress. 

This is apparently how Mr. Trump likes to 
govern, and he has built a White House tower 
of Babel in that image. Reince Priebus, his chief 
of staff, has too little power and must read con- 
stantly that his job is in jeopardy. Steve Bannon 
is supposed to be the keeper of the populist 
flame, but his coterie of allies leak relentlessly 
against economics aide Gary Cohn and national 
security adviser H.R. McMaster. 

Son-in-law Jared Kushner is a loyal, calm- 
ing influence, but the family tie means he is 
hard to fire and complicates relations with 
others in the Administration. Sean Spicer is 
supposed to explain what's going on to a hos- 
tile press corps when he hasn't been told the 


facts, which might be contradicted by Mr. 
Trump in any case. 

General Counsel Don McGahn has been an 
able judge picker but on all ev- 
idence has little influence on 
the President's behavior. At a 
minimum Mr. McGahn should 
have been in the room when 
Mr. Trump spoke privately to 
FBI Director James Comey in 
February about Michael Flynn. Mr. McGahn 
should be advising Mr. Trump to avoid such le- 
gal traps, and if the President is ignoring that 
advice Mr. McGahn should resign and tell Mr. 
Trump to get somebody he will heed. 

On that score, it isn't reassuring that Mr. 
Trump is said to have retained his longtime 
New York lawyer, Marc Kasowitz, to handle the 
Russia investigation. Mr. Kasowitz is a babe in 
the Beltway who has a major Russian client in 
OJSC Sberbank. Mr. Trump needs to hire a law- 
yer experienced in Washington political and le- 
gal cases and then deputize him to handle ev- 
erything regarding special counsel Robert 
Mueller and the Russian question. 

The rest of Mr. Trump's White House reshuf- 
fle should be aimed at delivering on his cam- 
paign promise to pass reform legislation and 
spur faster growth. Either give Mr. Priebus the 
power to run the White House, or hire someone 
Mr. Trump will trust to impose order on com- 
peting factions. 

Tell Mr. Bannon to stop the guerrilla warfare 
or get out. There are plenty of conservatives 
who can counter the liberal instincts of Mr. 
Kushner and Ivanka in White House councils, 
starting with Mike Pence. Why not give the Vice 
President more policy authority? 

Mr. Trump also needs a formal policy pro- 
cess for debating legislative initiatives like 
health care and tax reform. Members of Con- 
gress tell us they have no clear idea whom to 
talk to with a question about specific policies. 
This compounds the internal confusion because 
Congress and other outsiders will bombard ev- 
eryone on the senior staff. Lt. Gen. McMaster 
seems to have built this process on foreign pol- 
icy, but it isn't clear Mr. Cohn has the same au- 
thority on the domestic agenda. 

The larger reality is that Mr. Trump is wasting 
the precious asset of time. He has a shortening 
window for legislative achievements before the 
2018 election. Presidents typically get a staff 
that reflects their governing style, and if Mr. 
Trump can't show more personal discipline, the 
fair conclusion will be that he likes the chaos. 


A shakeup needs to 
start with some self- 
reflection at the top. 


Macron Confronts Putin 


P erhaps there is something to rumors 
from Paris that Emmanuel Macron wants 
to reincarnate the spirit of Charles de 
Gaulle. On Monday the new 
French President hosted Vladi- 
mir Putin at the Palace of Ver- 
sailles— where he then dressed 
down the Russian leader. 

During the testy meeting, 

Mr. Macron denounced state- 
run Russian media outlets RT and Sputnik for 
behaving like "organizations of influence, of 
propaganda, and false propaganda." Hackers 
stole thousands of emails from Mr. Macron's 
political party hours before the French Presi- 
dential runoff last month, and the Kremlin 
made no secret of its preference for Mr. Ma- 
cron's hard-right rival, Marine Le Pen. At Ver- 
sailles Mr. Macron called out the Kremlin on its 
barely veiled efforts to subvert democracy 
across the West. 

Mr. Macron also warned that any chemical- 
weapons use by Russia's client Bashar Assad 
would cross his "red line." Given Donald Trump's 


willingness to take military action against the 
Damascus regime, the French president's warn- 
ing leaves Moscow even more isolated among 
the great powers on Syria. 

Mr. Macron's full views on 
Russia remain a concern, espe- 
cially when it comes to 
Ukraine. For example, while 
Mr. Macron says he wants to 
restart peace talks, the Krem- 
lin has for years used diplomacy to consolidate 
its territorial gains and press ahead when the 
West isn't looking. 

Still, as Russia-policy-resets go, Mr. Macron's 
remarks on Monday mark a big improvement 
over the Obama Administration's gimmicks with 
red plastic buttons. Let's hope Mr. Macron fol- 
lows up by insisting that any lifting of sanctions 
would be conditioned on Russian proxies with- 
drawing from occupied territories in Ukraine. 
While he's at it, France might also consider arm- 
ing Kiev with defensive weapons so it can to in- 
crease the cost of Russian aggression. De Gaulle 
would approve. 


Will tough talk on 
subverting democracy be 
followed up on Ukraine? 


The American Bureaucracy’s Judges 


T he U.S. administrative state has grown so 
large that it is untethered to the original 
concept of the separation of powers, and 
a court case is trying to prove 
it. Last week the D.C. Circuit 
Court of Appeals heard a case 
on whether administrative-law 
judges at the U.S. Securities 
and Exchange Commission are 
unconstitutional. 

The U.S. Constitution's Appointments Clause 
says "[the President] shall nominate, and by 
and with the Advice and Consent of the Senate, 
shall appoint . . . Officers of the United States, 
whose Appointments are not herein otherwise 
provided for." That's a problem for the adminis- 
trative-law judges, who aren't appointed by the 
President or even by the presidentially ap- 
pointed SEC commissioners. They are hired by 
the agency's career bureaucrats. 

Yet these judges wield vast power and issue 
decisions in cases brought by the same agencies 
that sign their paychecks. Not surprisingly, the 
agencies make out pretty well. In 2013 the Na- 
tional Labor Relations Board, which also uses 
administrative-law judges, boasted that it won 
88% of the time. 

The legal question is whether these judges 
count as "officers," who exercise significant 
authority and thus require presidential ap- 
pointment. So let's see. In the case before the 
D.C. Circuit, Lucia v. SEC , an administrative- 
law judge imposed some $300,000 in fines 
and banned Raymond Lucia from working as 
an investment adviser as punishment for a 
retirement plan that allegedly misled inves- 
tors. Whether or not Mr. Lucia deserved that 
sanction, it strains credulity to argue that 


such punishment isn't an exercise of signifi- 
cant authority. 

In August a three-judge panel of the D.C. Cir- 
cuit upheld the constitutional- 
ity of the SEC's law judges on 
grounds that their decisions 
are appealable. But that is 
true of all federal judges ex- 
cept the Supreme Court. Such 
appeals are also costly for de- 
fendants, leading many to settle rather than 
take their chances on an administrative judge 
likely to favor his agency. 

The D.C. Circuit Court of Appeals tilts decid- 
edly to the left since President Obama packed 
it in 2013 and looks favorably on government 
regulatory and prosecutorial power. But the 
Tenth Circuit Court of Appeals heard a similar 
case in December and ruled that the adminis- 
trative-law judges are unconstitutional. Judge 
Scott Matheson wrote that the Founders would 
never have tolerated unaccountable officers like 
administrative judges. 

The Appointments Clause, Judge Matheson 
wrote, "promotes public accountability by iden- 
tifying the public officials who appoint officers. 
And it prevents the diffusion of that power by 
restricting it to specific public officials." The 
Founders limited the appointment power to 
keep government accountable to voters. 

Administrative-law judges exist at dozens of 
federal agencies. Their presence is a product of 
the ever-expanding federal bureaucracy and a 
guarantee of its growth, sparing agencies the 
more rigorous and time-consuming oversight 
by the federal courts. Even if the full D.C. Circuit 
finds these judges constitutional, this is an is- 
sue that the Supreme Court should settle. 


Courts consider if 
administrative law 
judges are legal. 


Defending Social Media 


It often falls to CEOs, 
usually young ones, to 
lead society's adjust- 
ment to life-altering 
technologies. Thomas 
Edison didn't just in- 
vent the lightbulb and 
a practical electrical 
distribution system. 
He had to teach people 
what electricity was 
for, and how not to be 
afraid. An early failure was setting fire 
to Henry Vanderbilt's house, after which 
Mrs. Vanderbilt refused to return until 
Edison removed his generator. 

On Mark Zuckerberg falls the onus to 
adjust us to the downsides of social me- 
dia. In every particular, there is nothing 
new here. People have committed 
crimes for publicity before. The media 
have dwelled on the details to satisfy 
our prurience before. Consider the irony 
today of press accounts that lovingly re- 
count a handful of rapes, beatings and 
murders staged for social media, then 
wring their hands over our appetite for 
such details. 

Mr. Zuckerberg is told he must de- 
velop algorithms to protect the public 
from such material (or buck up the ex- 
isting media monopoly on it), which in 
practice will mean developing algo- 
rithms to protect Facebook's brand from 
what some of its users choose to do 
with its technology. 

What would be truly useful, of 
course, is an algorithm to identify those 
Facebook users likely to commit such 
crimes beforehand. 

Travis Kalanick, the much vilified 
CEO of Uber, is next up the hierarchical 
scale of CEOs whose business involves 
a heavy dose of social responsibility. If 
not in every one of his actions, in his 
generally feisty and heedless demeanor, 
he's the chief needed by a company that 
offers the public a service of huge and 
transformative value that is opposed by 
a phalanx of retrograde, self-protecting 
vested interests and their political 
handmaidens. 

He has been vilified for arguing with 
one of his drivers as an equal rather 
than as a small and vulnerable child, 
which is apparently how many in the 
media believe tech billionaires should be 
required to relate to the rest of us. 

He has been vilified for a software 
program, Greyball, that helped protect 
a service of great value to passengers 
and drivers from entrapment by bu- 
reaucrats seeking to shut it down. 

Mr. Kalanick certainly needs to ad- 
just his persona for the conflicting de- 
mands on a CEO. He perhaps is already 
trading notes with Brian Chesky, the 
comparatively invisible head of Airbnb, 
which combines a similar need to be 
nicey-nice for the consuming public 
with an unrelenting readiness to fight 
for its right to exist. 


We come now to the most explosive 
techno -social anxiety of the moment, 
though far from visible is a CEO to 
spank for the social consequences of 
that nonexistent product, the self- 
driving car. 

Whole academic and media careers 
are being built on the threat it poses. 
The truly self-driving car may not have 
delivered a passenger to a destination 
yet, but it has delivered renewed life to 
a century-old, utopian proposal of a 
universal, taxpayer-funded basic income 
to support a future humanity consisting 
mostly of the nonemployed. 

Mark Fields, recently fired chief of 
Ford, some have tried to turn into the 
lightning rod CEO we need. But perhaps 
we are getting ahead of ourselves. 
Google recently began recruiting volun- 
teers for an experimental-vehicle pro- 
gram in the Phoenix area. Like other 
such pilot programs, Google's self- 
driving car will come with a Google em- 
ployee to keep a hand on the wheel. 


Ask Thomas Edison: Life- 
altering technologies come 
with a big dose of fear. 


Such experiments are transitional, 
naturally, but they point to a paradox. 
For the elderly, the disabled, children 
and others for whom a self-driving car 
would be a godsend, it will be less of a 
godsend if it doesn't also come with a 
human to help them get in and out with 
their baggage. 

Then there's an even more destabiliz- 
ing paradox: Exactly the same technol- 
ogy that allows a self-driving car to find 
its way through the physical world will 
also make it unnecessary for people to 
move through the physical world. 

The machine vision and real-time 
mapping that will let your car navigate 
to the Kwik-E-Mart will also transport 
you instantly to San Marco Square in 
Venice in all its glory. It will let you 
shop the aisles of a supermarket whose 
selection and layout are customized 
entirely for you. It will let you join 
friends for cocktails in Sydney without 
leaving Detroit. 

But at least the self-driving Tesla in 
your garage will mean jobs for coal 
miners to keep it juiced with electric- 
ity for the trips it increasingly won't 
be taking. 

Our social world surely will be trans- 
formed by technologies being born to- 
day, and in ways we don't grasp as well 
as we think we do. In the meantime, Mr. 
Zuckerberg might borrow an idea from 
Hollywood. He could just put an R rating 
on certain Facebook content in much 
the way the movie industry once used R 
ratings to signal to minors which films 
might be especially interesting to see. 



BUSINESS 
WORLD 
By Holman W. 
Jenkins, Jr. 


Rethink Laptop Restrictions 


By Alexandre de Juniac 

A s the U.S. Department of Home- 
land Security considers expanding 
its ban on laptops and other large 
portable electronic devices from the air- 
craft cabins of U.S. -bound international 
flights, it should base its decision on the 
best information from the best experts 
it has access to. One major expert source 
on the matter, however, isn't being fully 
included in the discussion: the air- 
transport industry. 

The existing U.S. ban currently ap- 
plies only to flights to the U.S. from 10 
airports in the Middle East and Africa. 
DHS is considering whether to extend 
that coverage to encompass all flights to 
the U.S. from Europe, and possibly all 
flights to the U.S. from anywhere in the 
world. The U.K. has also implemented a 
ban from a similar but not identical list 
of countries. 

Such a decision needs careful consid- 
eration. Forbidding some 300,000 pas- 
sengers from carrying laptops, tablets 
and e-readers in their cabin baggage on 
the more than 2,000 international 
flights that arrive at U.S. airports daily 
will damage the global economy and 
impose an enormous inconvenience on 
air travelers. 

The International Air Transport Asso- 
ciation estimates that a laptop ban on 
flights to the U.S. from Europe would 
cost at least $1 billion a year in lost pro- 
ductivity and increased delays to pas- 
sengers. And that's not counting the 
emotional toll. Business travelers expect 
to be productive throughout the flight, 
and millions of parents traveling with 
young children rely on their tablets to 
keep their kids entertained. 

An increased number of lithium-bat- 
tery-powered devices in the cargo hold 
also poses risks to passenger safety. Put- 
ting so many devices in close proximity, 
away from crew members trained and 
equipped to manage cabin fires, risks a 
malfunction that could overwhelm cur- 
rent fire -containment capabilities. 

The travel industry stands to be im- 
pacted by an expanded ban, as some com- 
panies don't permit their laptops to be 
checked in as baggage for reasons of cor- 
porate security and to avoid possible 
damage in transit. As business-class fares 
account for a large share of airline reve- 
nue, a small drop in business travelers 
would quickly make a flight unprofitable. 
That could result in fewer, or more expen- 
sive, flights for leisure travelers. 

When it comes to devising the most 
efficient means of implementing a ban, 


airlines and airports have the opera- 
tional expertise to help governments 
overcome the threats they detect, and 
to do so with minimal disruption to 
travelers. Unfortunately, the level of in- 
dustry consultation in this regard has 
been disappointing. 

We don't pretend to have a silver- 
bullet solution, but I am confident there 
is a less disruptive way to mitigate the 
threat. To participate, the air-transport 
industry doesn't need access to sensi- 
tive government intelligence. But we 
need to understand what we're trying 
to prevent. Governments and the indus- 
try share a top priority of keeping fly- 
ing secure. And our goal is to maximize 
the security benefits of any proposed 
measures while minimizing the nega- 
tive impact on airline operations and 
their passengers. 

This vital role that the air-transport 
industry can play in sharing its experi- 
ence and know-how has been recognized 
by the United Nations. While noting that 
governments have a responsibility for 
ensuring air safety and security, U.N. Se- 
curity Resolution 2309 highlights the 
obligations of countries to partner with 
industry and share information between 
governments, airlines and airports. 

Representatives from airlines, air- 
ports, regulators and screening authori- 
ties have identified a number of mea- 
sures as alternatives to expanding the 
ban. These include procedures for explo- 
sives trace detection and trace analysis 
of personal electronic devices. More be- 
havioral-analysis officers and canine re- 
sources would also be helpful. 

Governments should also give more 
support to the development and certifi- 
cation of, and investment in, advanced 
screening machines at airports. It's un- 
acceptable that hundreds of airports 
around the world today still rely on X- 
ray machines— a 50-year-old technol- 
ogy— to locate highly sophisticated ex- 
plosives and weaponry. 

The security of our passengers and 
crew must never be compromised. We 
understand that the U.S. has compelling 
reasons to mandate countermeasures in 
response to a credible threat. But we 
urge all regulators to weigh the conse- 
quences of such measures on the pas- 
sengers and their safety, the economy 
and the airlines and to look for ways to 
minimize the negative impact while 
keeping air travel secure. 

Mr. de Juniac is the director general 
and CEO of the International Air Trans- 
port Association. 
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OPINION 


America First Doesn’t Mean America Alone 



By H.R. McMaster 
And Gary D. Cohn 

P resident Trump just re- 
turned from nine days in 
the Middle East and Eu- 
rope that demonstrated 
his America First ap- 
proach to ensuring security and 
prosperity for our nation. America 
will not lead from behind. This ad- 
ministration will restore confidence 
in American leadership as we serve 
the American people. 

America First does not mean 
America alone. It is a commitment to 
protecting and advancing our vital in- 
terests while also fostering coopera- 
tion and strengthening relationships 
with our allies and partners. A deter- 
mination to stand up for our people 
and our way of life deepens our 
friends' respect for America. 

The president is unequivocal in de- 
claring that America's primary inter- 
est is the safety and security of our 
citizens. In discussions overseas, Mr. 
Trump encouraged others to join the 
U.S. in doing more to defeat the ter- 
rorist organizations that threaten 
peaceful nations around the world. He 


We are asking a lot of our 
allies and partners. But 
in return the U.S. will 
once again be a true friend. 


challenged leaders of more than 50 
Muslim-majority countries to stand 
together "against the murder of inno- 
cent Muslims, the oppression of 
women, the persecution of Jews, and 
the slaughter of Christians." 

A strong stand against terrorism is 
consistent with values common across 
all the world's great religions. After 
the president's historic remarks, 
leader after leader of Muslim-majority 
nations reaffirmed the president's 
message and committed to confront- 
ing the terrorism and extremism that 
plague all civilized societies. 


i 

Leaders of NATO in Brussels on May 25. 

To answer the call and address 
these grave concerns, Saudi Arabia 
launched a new Global Center for 
Combating Extremist Ideology, and 
several Middle Eastern nations 
signed a memorandum of under- 
standing to create the Terrorist Fi- 
nancing Targeting Center, with the 
mission of cutting off funds to terror- 
ist organizations. 

Ensuring American economic pros- 
perity is also critical to our national 
interests. In Saudi Arabia, Mr. Trump 
helped facilitate $110 billion in de- 
fense investments that will strengthen 
regional and American security and 
create American jobs. He also an- 
nounced nearly $270 billion in agree- 
ments with private-sector enterprises 
from the U.S., spanning the financial- 
services, energy, technology, mining 
and manufacturing industries. These 
efforts will enhance job creation and 
investment in America. 

While meeting with European 
Union leaders in Brussels, the presi- 
dent reiterated his concern about our 
trade deficits with many European 


nations. He also emphasized the im- 
portance of reciprocity in trade and 
commerce. 

Simply put, America will treat oth- 
ers as they treat us. At the Group of 
Seven in Taormina, Sicily, where Mr. 
Trump further solidified his relation- 
ships with leaders of the world's larg- 
est market economies, the members 
came together in the official commu- 
nique to stand firm "against all unfair 
trade practices" and to foster a truly 
level playing field. 

Strong alliances and economically 
thriving partners are a third vital 
American interest. As the president 
stated in Brussels, the North Atlan- 
tic Treaty Organization is rooted in 
"the courage of our people, the 
strength of our resolve, and the 
commitments that bind us together 
as one." While reconfirming Amer- 
ica's commitment to NATO and Arti- 
cle 5, the president challenged our 
allies to share equitably the respon- 
sibility for our mutual defense. 

We came away with new outcomes 
for the first time in decades: More al- 


lies are stepping up to meet their de- 
fense commitments. By asking for 
more buy-in, we have deepened our 
relationships. That is not surprising. 
Alliances based on mutual respect 
and shared responsibility are strong. 
And strong alliances bolster Ameri- 
can power. 

In Israel, the president affirmed 
that a secure, prosperous and demo- 
cratic Jewish state is central to 
American interests in the region. 
The president also met with Pales- 
tinian leadership because he under- 
stands the importance of American 
engagement in the pursuit of a his- 
toric peace deal between Israelis and 
Palestinians. 

We are asking a lot of our allies 
and partners. But in return America 
will once again be a true friend to 
our partners and the worst foe to 
our enemies. 

The president's visit showed the 
power of both competing to advance 
interests and engaging to develop 
relationships and foster cooperation. 
We have a vital interest in taking the 


lead internationally to advance 
American military, political and eco- 
nomic strength. 

We engage with the world not to 
impose our way of life but to "secure 
the blessings of liberty for ourselves 
and our posterity." That means iden- 
tifying the interests and principles 
that make America uncommon and 
advancing them in the Middle East, 
with our NATO allies, with the G-7 
nations and beyond. 

The president embarked on his 
first foreign trip with a clear-eyed 
outlook that the world is not a 
"global community" but an arena 
where nations, nongovernmental ac- 
tors and businesses engage and com- 
pete for advantage. We bring to this 
forum unmatched military, political, 
economic, cultural and moral 
strength. Rather than deny this ele- 
§ mental nature of international affairs, 
| we embrace it. 

£= At every stop in our journey, we 
S delivered a clear message to our 
friends and partners: Where our in- 
terests align, we are open to working 
together to solve problems and ex- 
plore opportunities. We let adversar- 
ies know that we will not only take 
their measure, deter conflict through 
strength, and defend our interests 
and values, but also look for areas of 
common interest that allow us to 
work together. 

In short, those societies that share 
our interests will find no friend more 
steadfast than the United States. Those 
that choose to challenge our interests 
will encounter the firmest resolve. 

This historic trip represented a 
strategic shift for the United States. 
America First signals the restoration 
of American leadership and our gov- 
ernment's traditional role overseas— 
to use the diplomatic, economic and 
military resources of the U.S. to en- 
hance American security, promote 
American prosperity and extend 
American influence around the world. 

Lt. Gen. McMaster is the White 
House national security adviser. Mr. 
Cohn is director of the National Eco- 
nomic Council. 


A Chance to Restructure the Eurozone’s Financial Architecture 


By Alberto Gallo 

E urope is back in black. France's 
new president, Emmanuel Ma- 
cron, and Germany's Chancel- 
lor Angela Merkel are now working in 
tandem. The European Commission 
on Wednesday published a new road- 
map to European integration. After 
eight long years, the political crisis 
that engulfed Europe seems to have 
moved elsewhere. 

European leaders have a lot of 
work to do. The first step should be 
restructuring Europe's financial ar- 
chitecture. European firms and banks 
are in better shape, yet far from 
healthy. 

If the U.S. recovered quickly from 
the crisis, it is also thanks to its fi- 
nancial system, which allowed firms 
and banks to deleverage quickly by 
openly recognizing losses in capital 
markets. Europe, instead, is still 
stuck with €1 trillion ($1.12 trillion) 
in nonperforming loans, around 10% 
of eurozone gross domestic product. 


Part of the problem is structural: 
Europe's financial infrastructure 
lacks flexibility. Firms rely largely on 
bank loans to borrow, and bank- 
ruptcy procedures are slow and ex- 
pensive. This makes the exit from a 
balance-sheet recession longer and 
more difficult. 

The risk is that Europe will go 
down the same path as Japan, where 
banks extended credit to zombie 
firms for decades, engulfing the 
economy in a slow stagnation. Eu- 
rope's policy makers need to shake 
up its financial system and build a 
stronger banking and capital-mar- 
kets union. 

The first place to start is with fewer 
and stronger banks. Eurozone banks 
have deleveraged down to €31 trillion 
in assets from €35 trillion in 2008 and 
raised more than €250 billion in capi- 
tal over the past nine years, yet still 
they are nearly three times the size of 
the eurozone economy. 

The banks' business model need to 
be fixed. In some countries, banks have 


become a petrified forest of institu- 
tions: Italy's central-bank governor, 
Ignazio Visco, noted on Wednesday 
that his country's banks lack profitabil- 
ity and need to cut costs— about time 


Europe must give its banks 
and capital markets the 
flexibility they need 
to weather the next crisis. 


for a country where banks still run 
more branches per capita than restau- 
rants, according to OECD data. 

Second, Europe needs a quicker 
and simpler framework for bank- 
ruptcy and debt restructuring. Bank- 
ruptcy in Europe can be two to three 
times more costly than in New York 
State, according to World Bank data. 
Holders of nonperforming debt in It- 
aly need up to several years to re- 
cover what they are owed, even after 


an agreement with debtors. If the 
cost of handling failure is steep, 
banks will apply an extra charge 
when giving out loans. This means 
credit will cost more even for per- 
forming firms, and entrepreneurs will 
think twice before taking risks. 

Third, Europe needs more alterna- 
tives to banks, including bonds and 
securitizations. Capital markets make 
up only 10% of corporate funding in 
Europe's periphery and up to a third 
in the core countries, compared to 
75% in the U.S. 

Thus few European firms benefit 
directly when a central-bank stimulus 
lowers bond yields. It also means that 
in a crisis, Europeans keep most of 
the losses for themselves. U.S. high- 
yield borrowers restructured more 
than half of corporate-debt losses in 
bond markets, to a value of more 
than $500 billion. 

By comparison, 95% of losses in 
European corporate debt remain in 
the loan market, a large part of which 
still sits on the banks' books. 


The other part of the problem is 
social and political: Europeans lead- 
ers need to accept economic failure. 
Keeping zombie firms or banks alive 
reduces growth and productivity, as 
recent ECB research has shown. Yet it 
remains a popular policy: Italy re- 
cently approved a €400 million res- 
cue plan for loss-making Alitalia, the 
third one in 30 years. 

A government that keeps inefficient 
sectors alive may preserve short-term 
political stability, yet will inevitably 
take away resources from productive 
industries and stifle long-term growth. 
After many gyrations, European lead- 
ers have a window of opportunity to 
strengthen public institutions as well 
as private financial markets. It is time 
to take down the petrified forest and 
plant the seeds for a diversified and 
stronger financial system. 

Mr. Gallo is head of macro strate- 
gies at Algebris Investments and a 
portfolio manager for the Algebris 
Macro Credit Fund. 


The Campus Mob Came for Me— and You, Professor, Could Be Next 


By Bret Weinstein 

Olympia , Wash. 

I wasn't expecting to hold my bi- 
ology class in a public park last 
week. But then the chief of our 
college police department told me 
she couldn't protect me on campus. 
Protestors were searching cars for 
an unspecified individual— likely 
me— and her officers had been told 
to stand down, against her judg- 
ment, by the college president. 

Racially charged, anarchic pro- 
tests have engulfed Evergreen State 
College, a small, public liberal-arts 
institution where I have taught 
since 2003. In a widely dissemi- 
nated video of the first recent pro- 
test on May 23, an angry mob of 
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about 50 students disrupted my 
class, called me a racist and de- 
manded that I resign. 

My "racist" offense? I had chal- 
lenged coercive segregation by race. 
Specifically, I had objected to a 
planned "Day of Absence" in which 
white people were asked to leave 
campus on April 12. 

Day of Absence is a tradition at 
Evergreen. In previous years students 
and faculty of color organized a day 
on which they met off campus— a 
symbolic act based on the Douglas 
Turner Ward play in which all the 
black residents of a Southern town 
fail to show up one morning. 

This year, however, the formula 
was reversed. "White students, staff 
and faculty will be invited to leave 
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the campus for the day's activities," 
the student newspaper reported, 
adding that the decision was 
reached after people of color "voiced 
concern over feeling as if they are 
unwelcome on campus, following the 
2016 election." 

In March I objected in an email to 
all staff and faculty. "There is a huge 
difference between a group or coali- 
tion deciding to voluntarily absent 
themselves from a shared space in 
order to highlight their vital and un- 
der-appreciated roles . . . and a 
group or coalition encouraging an- 
other group to go away," I wrote. 
"On a college campus, one's right to 
speak— or to be— must never be 
based on skin color." 

My email was published by the 
student newspaper, and Day of Ab- 
sence came and went almost without 
incident. The protest of my class 
emerged seemingly out of the blue 
more than a month later. 

Evergreen has slipped into mad- 
ness. You don't need the news to tell 
you that— the protesters' own videos 
will do. But those clips reveal nei- 
ther the path that led to this psy- 
chosis, nor the cautionary nature of 
the tale for other campuses. 

Evergreen is arguably the most 
radical college in the country— and 
while it does lean far to the left in a 
political sense, it is the school's ped- 
agogical structure to which I refer. 

Rather than placing students in 
many separate classes, most of our 
curriculum is integrated into full- 
time programs that may run the 
entire academic year. This struc- 
ture allows students and professors 
to come to know each other very 
well, such that Evergreen can de- 
liver a deep, personally tailored ed- 


ucation that would be impossible 
elsewhere. 

When it works well, it is unlike 
anything else. Last week's break- 
down of institutional order is far 
from an indictment of our 
founder's wisdom. 


Whites were asked to leave 
for a ‘Day of Absence.’ 

I objected. Then 50 yelling 
students crashed my class. 


Rather, the protests resulted from 
a tension that has existed throughout 
the entire American academy for de- 
cades: The buttoned-down empirical 
and deductive fields, including all the 
hard sciences, have lived side by side 
with "critical theory," postmodernism 
and its perception-based relatives. 
Since the creation in 1960s and '70s 
of novel, justice-oriented fields, these 
incompatible worldviews have re- 
pelled one another. 

The faculty from these opposing 
perspectives, like blue and red vot- 
ers, rarely mix in any context where 
reality might have to be discussed. 
For decades, the uneasy separation 
held, with the factions enduring an 
unhappy marriage for the good of 
the (college) kids. 

Things began to change at Ever- 
green in 2015, when the school hired 
a new president, George Bridges. His 
vision as an administrator involved 
reducing professorial autonomy, in- 
creasing the size of his administra- 
tion and breaking apart Evergreen's 
full-time programs. But the faculty, 
which plays a central role in the col- 


lege's governance, would never have 
agreed to these changes. So Mr. 
Bridges tampered with the delicate 
balance between the sciences and 
humanities by, in effect, arming the 
postmoderns. 

The particular mechanism was ar- 
cane, but it involved an Equity 
Council established in 2016. The 
council advanced a plan that few 
seem to have read, even now— but 
that faculty were nonetheless told 
we must accept without discussion. 
It would shift the college "from a di- 
versity agenda" to an "equity 
agenda" by, among other things, re- 
quiring an "equity justification" for 
every faculty hire. 

The plan and the way it is being 
forced on the college are both deeply 
authoritarian, and the attempt to 
mandate equality of outcome is un- 
wise in the extreme. Equality of out- 
come is a discredited concept, failing 
on both logical and historical 
grounds, as anyone knows who has 
studied the misery of the 20th cen- 
tury. It wouldn't have withstood 20 
minutes of reasoned discussion. 

This presented traditional inde- 
pendent academic minds with a 
choice: Accept the plan and let the 
intellectual descendants of Critical 
Race Theory dictate the bounds of 
permissible thought to the sciences 
and the rest of the college, or insist 
on discussing the plan's shortcom- 
ings and be branded as racists. 

Most of my colleagues chose the 
former, and the protesters are in the 
process of articulating the terms. I 
dissented and ended up teaching in 
the park. 

Mr. Weinstein is a biology profes- 
sor at the Evergreen State College. 
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Should You Beware the Air Up There? 

Despite the occasional odd odor, the air quality in cabins may actually be better than you think, research shows 


THE MIDDLE SEAT | By Scott McCartney 



YOUR WORST FEARS about 
breathing bad air on planes are 
probably unfounded. 

A recent European study that 
monitored air on 69 flights found 
cabin air quality was less polluted 
than that of office buildings, 
schools and residences. Contami- 
nants that were found were "de- 
tected at levels considered not un- 
usual for indoor air 
environments/' the study commis- 
sioned by the European Aviation 
Safety Agency said. 

That's good news for travelers, 
but unlikely to eliminate fears 
some hold, particularly in Europe, 
that oil fumes in airplanes are a 
toxic health problem. 

Airlines and aircraft manufac- 
turers have struggled for decades 
to eliminate contamination from 
"bleed air" systems that compress 
air just inside the engine, before 
that air comes in contact with 
burning fuel. The fresh, com- 
pressed air mixes with filtered air 
recirculated within the cabin. 
Problems, such as leaky seals or 
overfilling the oil in the engine 
during maintenance, can arise. 

That can lead to pumping chemi- 
cals from hot oil to passengers. 

"There's nothing between the 
engine and the people breathing 
that air," says Judith Anderson, an 
industrial hygienist who works on 
health and safety issues for the 
Association of Flight Attendants. 
The organization has researched 
this issue for decades and pushed 
for improvements of aircrafts and 
airline procedures. 

Still, such fume events are rare. 
The flight attendants union says it 
gets two or three reports a week 
out of tens of thousands of flights. 
The lead author on the European 
study, Sven Schuchardt of the 
Fraunhofer Institute for Toxicology 
and Experimental Medicine in 
Hannover, Germany, says research 
that distinguishes between minor 
"smell events" and more-serious 
"fume events" show fume events 
happen only a few times per one 


million takeoffs. 

Oil-related toxins "can enter the 
cabin more often than you think, 
but in amounts that are not worth 
mentioning," Dr. Schuchardt says. 

The study, funded by EASA, the 
European equivalent of the U.S. 
Federal Aviation Administration, 
measured air on 69 flights and re- 
corded no fume events. Still, Dr. 
Schuchardt says in an interview 
that the research team calculated 
the maximum concentrations in a 
fume event and concluded there's 
not enough oil in an engine to be 
harmful. Being behind exhaust 
from a stinky car or truck in traf- 
fic would be worse. 

"Our opinion is: OK, it's not nice 
to have a fume event, because it's 
oily mist in the cabin air. But if this 
occurs, it's only for a few minutes, 
maximum three to five minutes, 


and the amount of toxic compounds 
is never critical. No way," he says. 

"I think it's no problem to breathe 
cabin air in every situation." 

The aviation world doesn't dis- 
pute that fume events happen, but 
there is disagreement over 
whether they are harmful. In some 
cases, some scientists believe, ex- 
posure can cause neurological is- 
sues such as loss of memory or 
balance, and onset of problems is 
often delayed. Crew members may 
be more susceptible to getting sick 
right away, because repeated expo- 
sure weakens resistance. 

Boeing, Airbus and the airline 
industry have long maintained that 
their systems are safe and onboard 
air is clean, as the EASA study 
found. 

Boeing's newest design, the 787 
Dreamliner, is made without a 


bleed air system, using an electric 
system for heating and compress- 
ing fresh air. The EASA study in- 
cluded eight 787 flights and found 
slightly lower levels of chemical 
vapors. 

The European study detected 
TCP on three of its 69 flights. All 
three were on aircraft with bleed 
air systems. Crews didn't smell 
anything unusual on those flights, 
the study said, and the levels 
weren't considered high enough to 
be a risk. 

The FAA plans to release a re- 
port later this year on research 
that began a number of years ago 
collecting air samples aboard 100 
airplanes. Results have been de- 
layed because researchers involved 
have changed jobs. 

AFA's Ms. Anderson thinks 
progress is being made, since sev- 


eral companies are trying to de- 
velop bleed air filters and sensors. 
And some airlines have taken a 
more active approach to preven- 
tion. 

She credits Spirit Airlines with 
making improvements after some 
serious fume events several years 
ago. Spirit changed pilot proce- 
dures to isolate and shorten any 
fume events and trained crews on 
better recognition of problems. In 
addition, Spirit is working with a 
filtration company on some engi- 
neering solutions. 

Preventing fume events can be a 
cost-savings measure for airlines, 
reducing unscheduled emergency 
landings, bad publicity, workers 
comp claims and maintenance and 
ground time. 

"There are some changes. It's 
slow," she says. 
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Across 

1 It means nothing 

5 The "band" in 
"The Adventure 
of the Speckled 
Band" 

10 Olympus Mons 
location 

14 Like balsamic 
vinegar 

15 Line of work 

16 MBA 
prerequisite 

17 Like Nobel Prize 
medals 

19 Show shifter 

20 ^Justice with a 
shredded side? 

22 Test setting 

25 Digital 

communication 
method: Abbr. 


26 Rap entourage 

27 Expect 

29 Bro 

32 *Spaghettified, 
grammatically 
speaking? 

39 On 

40 Village leader 

41 Boxer biter 

42 * Baroque 
masterpiece 
inspired by rye 
and semolina? 

45 Bob Dylan's 

"The Man " 

46 Patient's portion 

47 "The Thunderer" 
composer 

51 Place for mil. mail 

53 Issuer of 
double-dashed 
IDs 


54 ^Jackson 

Pollock's favorite 
dessert? 

59 Impedimenta 

60 Stock 

64 Where the Indus 
flows 

65 Benefit 

66 "What for 

Love" ("A Chorus 
Line" song) 

67 Outlook button 

68 " say..." 

("Alas...") 

69 Take each of the 
starred answers 
with a grain of it 

Down 

1 Sudden course 
correction 

2 One might need 
massaging 


3 Rev.'s bailiwick 

4 Track figures 

5 Calypso's father 

6 Huckleberry 
Hound attribute 

7 Computational 
fodder 

8 Prime minister 
between 
Churchill and 
Macmillan 

9 Funny Foxx 

10 One way to 
reach the 
Pentagon 

11 Base balancers 

12 Yields to 
wanderlust 

13 Tedious doings 

18 Metal in 
Montana's 
motto 

21 Kuwait was one 
of its founding 
members 

22 Rhythmically 
splash against 

23 Teeming 

24 Moisten, in a way 

28 "What business 

is yours?" 

29 Musician behind 
Beats 

headphones 

30 Versatile 
vehicles, for short 


31 Urgent 

33 Drudgery doer 

34 Many a campus 
visitor 

35 "In that case..." 

36 Lands like heavy 
rain 

37 Dunham and 
Headey 

38 GPA booster 

43 "You made that 
up!" 

44 Tannin-rich nut 

47 Big stories 

48 With a lot to lose 

49 Bolt on the track 

50 Valued strings 

51 Suffered a 
humiliating 
defeat 

52 Italian prime 
minister 
Gentiloni 

55 Cries of 
discovery 

56 Bubbly from 
Catalonia 

57 Show stopper, 
of a sort 

58 What you're 
looking at 

61 Orthodontist's 
org. 

62 See 1-Across 

63 Banned spray 


► Solve this puzzle online and discuss it at WSJ.com/Puzzles. 
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Yen vs. Dollar 110.7390 T 0.09% Hang Seng 25660.65 T 0.16% Gold 1266.10 A 0.32% WTI crude 48.25 T 2.84% 10-Year JGB yield 0.045% 10-Year Treasury yield 2.211% 


Yuan Jumps to a Six- Month High 


By Saumya Vaishampayan 

HONG KONG— China's cur- 
rency surged to its highest 
level against the U.S. dollar in 
six months in offshore markets 
Wednesday a move some trad- 
ers ascribed to Chinese cen- 
tral-bank intervention meant 
to warn investors off betting 
against the yuan following 
Moody's downgrade of Chinese 
government debt last week. 

The yuan rose as high as 
6.7677 per U.S. dollar in the off- 
shore market, centered in Hong 
Kong, its strongest intraday 
level since Nov. 4, according to 
Wind Info. That marked a gain 
of 0.8% from its level late Tues- 
day. The yuan also rose in the 
tightly controlled onshore mar- 
ket, ending 0.6% higher from 
its Friday close of 6.8210 to the 
dollar. The onshore market was 


closed for national holidays on 
Monday and Tuesday. 

A sharp rise in the cost for 
banks to borrow the yuan 
short-term in Hong Kong was 
a key driver of the currency's 
surge, traders and analysts 
said. The overnight yuan bor- 
rowing rate soared to 21.08% 
on Wednesday from 5.35% on 
Monday, according to the 
Hong Kong-based Treasury 
Markets Association. 

Traders said the People's 
Bank of China likely inter- 
vened in the offshore market 
last week, with some state- 
owned Chinese banks refrain- 
ing from lending out yuan in 
Hong Kong, driving borrowing 
costs higher. The PBOC didn't 
immediately respond to a re- 
quest for comment. 

Speculation about such 
intervention swirled again 



Some traders think the PBOC intervened to boost the yuan. 


on Wednesday. 

Alex Wolf, senior emerging- 
markets economist at Stan- 
dard Life Investments in Hong 
Kong, was among those who 
said the Chinese central bank 


was probably behind the rise 
in borrowing costs. 

"There is really no other 
reason you'd have a spike in 
yuan-funding costs," he said. 
"The only way they can really 


manage the offshore rate is 
through squeezing liquidity, 
since it is more market-based." 

The cost of borrowing the 
yuan in Hong Kong has surged 
periodically over the past 18 
months, each time helping to 
push the yuan up against the 
dollar. Higher short-term bor- 
rowing costs make it more ex- 
pensive for investors to short, 
or bet on a decline in, the yuan, 
which often forces them to buy 
back yuan and sell dollars as 
they give up on those bets. 

fr We're seeing quite a big po- 
sitioning washout happening," 
said Khoon Goh, head of Asia 
research at ANZ in Singapore. 

One difference this time is 
that the yuan has already been 
appreciating against the dol- 
lar, one of many major global 
currencies that rose against 
Please see YUAN page B2 



HEARD ON 
THE STREET 

By Jacky Wong 

Evergrande 
Rally Looks 
Precarious 

Shares in 
the world's 
most-indebted 
property de- 
veloper have 
tripled this 
year. What gives? 

Hong Kong-listed China 
Evergrande Group has added 
$15 billion to its market value 
this year even after falling 
8% Wednesday. Its shares 
gained 68% in May alone. 

The rally has doubled the 
net worth of its chairman, 

Hui Ka Yan, in two months, 
making him China's fourth- 
richest man, according to 
Forbes. 

One possibility is that in- 
vestors believe Evergrande 
may be changing its bad 
habit of piling up debt. Its 
net debt, including perpetual 
securities, rose 10-fold since 
2012 and was equal to four 
times its equity by the end 
of December. 

Apart from buying land 
and property projects, the 
company has splashed out 
money on a soccer team, a 
plastic-surgery hospital and 
cinemas, among other assets. 

The company said in early 
May that it had redeemed 
50%, or around $8.2 billion, of 
its expensive perpetual securi- 
ties, and that it planned to re- 
deem a further 20% this year. 
Paying the high 11% interest 
on those securities wiped out 
more than half of Ever- 
grande's net profit last year, 
according to Morgan Stanley. 

But where is the money to 
repay this debt coming from? 
Evergrande raised 30.5 billion 
yuan ($4.5 billion) by selling 
13.3% of its mainland-based 
property subsidiary Hengda 
in January to eight investors. 
Evergrande intends to list 
Hengda, which accounts for 
almost all of its profit, in 
Shenzhen eventually, through 
a backdoor listing that will 
take advantage of the higher 
valuations given to property 
companies on the mainland. 

Raising equity to repay 
costly debt might seem a 
good way to put Evergrande 
back on a healthy footing. 

But the company has spent 
$800 million on share buy- 
backs since March and an ad- 
ditional $800 million last 
week to buy property proj- 
ects from another developer. 
That is already more than 
one-third of the money it 
raised in January. And any- 
way, the capital raising is 
conditional on Hengda's 
Shenzhen listing. If that 
doesn't proceed before 2020, 
Evergrande will have to re- 
pay the eight investors, 
meaning its debt problem 
hasn't really gone away. 

Few things are ever simple 
in the world of Chinese prop- 
erty developers. In Ever- 
grande's case, investors should 
be wary of a share surge built 
on shaky foundations. 



Five million merchants in India accept payments using Paytm, five times the number that accept credit cards, the company's CFO says. 

Mobile Wallet Paytm Hits Pay Dirt 


App picks up users 
and merchants as 
Indians seek cashless 
payment alternatives 

By Corinne Abrams 
And Newley Purnell 

MUMBAI— India's second- 
most-valuable startup, the 
mobile-payments app Paytm, 
has a new target after proving 
itself more popular than 
credit cards. 

"We're competing with 
cash," said Madhur Deora, 
Paytm's chief financial officer. 
"In India, we're not competing 
with cards." 

The company's boast isn't a 
stretch, given India's crack- 
down on cash over the past 
six months has left citizens 
and merchants searching for 


cashless payment alternatives. 
Paytm has seized the oppor- 
tunity and become the market 
leader through timely part- 
nerships, simplifying the 
app's process and dispatching 
an army of up to 10,000 train- 
ers to reach out to the tiny 
shops that dominate the In- 
dian economy. 

The results have been im- 
pressive. Five million mer- 
chants in India accept pay- 
ments using Paytm, five times 
the number that accept credit 
cards, Mr. Deora said. In addi- 
tion, Paytm has 225 million 
mobile wallet customers, 
more than Snapchat's 166 mil- 
lion daily active users world- 
wide and four times as many 
as rival mobile-payment com- 
petitors MobiKwik and 
FreeCharge, which each have 
55 million users. 

While Paytm is the market 


leader now, challenges exist. 
Samsung Pay has launched in 
India, and the messenger ser- 
vice WhatsApp is exploring 
adding a payment option for its 
200 million users in India. The 
government also has created a 
mobile-payments system, which 
allows users to transfer money 
easily between bank accounts. 
Plus, Paytm's recent growth 
could flatten as India's mone- 
tary system stabilizes. 

Nonetheless, Paytm's rapid 
rise has attracted investors. In 
May, the company received a 
$1.4 billion investment from 
SoftBank Group Corp., one of 
the first investments by the 
Japanese giant's $100 billion 
Vision Fund, the world's larg- 
est tech fund. The funding 
boosted the app's valuation to 
more than $7 billion and put 
it behind only the online re- 
tailer Flipkart, valued at $11.6 


billion in April, among start- 
ups in India. 

Paytm's previous investors 
included Chinese e-commerce 
giant Alibaba Group Holding 
Ltd., which shared lessons on 
how to deal with a billion-per- 
son market, like how to engi- 
neer an app so it can with- 
stand an avalanche of new 
users. Other early backers 
were Intel Corp.'s Intel Capital 
and Taiwanese chip-design 
company MediaTek Inc. 

The company's success has 
garnered popularity for its 
founder Vijay Shekhar Sharma, 
a charismatic 38-year-old who 
has been building businesses 
since he was in college and 
was listed this year as India's 
youngest billionaire by Forbes 
India magazine. 

He has put a priority on 
flexibility and speed, even 

Please see PAYTM page B2 


Female 

CEOs 

Outearn 

Males 

By Joann S. Lublin 


Women in command of 
America's biggest businesses 
are reaping rich rewards. 

In an unusual reversal of 
the gender pay gap, female 
chief executives at some of the 
largest U.S. companies repeat- 
edly outearn their male coun- 
terparts. Last year, 21 female 
CEOs received a median com- 
pensation package of $13.8 
million, compared with the 
$11.6 million median for 382 
male chiefs, according to a 
Wall Street Journal analysis of 
S&P 500 leaders who held the 
job a full year. 

Women in the corner of- 
fice at the biggest American 
firms made more money than 
men in six of the past seven 
years, though the gap has 
narrowed since 2014. The 
trend reflects strong perfor- 
mances by S&P 500 busi- 
nesses run by women— and 
the fact that superstar 
women tend to land such top 
jobs, according to executive- 
pay and leadership experts. 

"Boards don't want to 
shortchange their female CEO 
in today's environment, when 
pay equality is such an issue," 
said Robin Ferracone, head of 
Farient Advisors LLC, which 
advises board compensation 
committees. So, they "err on 
the side of being generous." 

The total number of women 
running S&P 500 companies 
held steady from the previous 
year's analysis at 28, including 
seven women who retired or 
held the job less than a year, 
and remains at roughly 5% of 
the total. But for the first time 
in the Journal study's 28-year 
history, three of the 10 high- 
est-paid executives in the 
overall sample are women. 

They are Meg Whitman at 
Hewlett Packard Enterprise 
Co., Virginia "Ginni" Rometty 
at International Business Ma- 
chines Corp. and Indra Nooyi 
at PepsiCo Inc. 

Most of the 21 female lead- 
ers advanced into their roles 
within a company rather than 
getting recruited. "These 
women must be exceptional" 
because so few reach the cor- 
ner office, said Heidi Hartman, 
president of the Institute for 
Women's Policy Research. 

S&P 500 businesses now 
run by women generated a 
median total shareholder re- 
turn of 18.4% in 2016, com- 
pared with 15.7% for those 
commanded by men. Returns 
at female-led firms outper- 
formed male-run companies in 
three of the previous five 
years. Total shareholder re- 
turn measures changes in a 
company's stock price and div- 
idend payments. 

"The board of a company 
with excellent shareholder re- 
turns and operational results 
Please see CEO page B2 


At Burger Joints, Pricey Fare Curbs Lunchtime Visits 


By Julie Jargon 


The once-humble ham- 
burger has gotten too fancy 
for its own good. 

As the number of outlets 
serving "better" burgers— fea- 
turing nontraditional toppings 
and artisan buns— has sky- 
rocketed over the past decade 
in the U.S., so has the average 
burger tab, turning some cus- 
tomers off. 

Brian Cockerline, a 20-year- 
old Rutgers University stu- 
dent, used to go to Five Guys 
for a burger once a week in 
South Plainfield, N.J. With 
fries and a drink, his tab was 
about $13. Now, he is cooking 
burgers at home instead. 

"I like Five Guys but I can 
buy ground beef and one on- 
ion and get pretty close to the 
same burger for half the cost," 
said Mr. Cockerline, who 
rarely goes to Five Guys any- 


more. "A hamburger, to me, is 
not a luxury," he said. 

Five Guys declined to 
comment. 

Lunch traffic to quick- serve 
hamburger restaurants 
dropped 5% last year— the big- 
gest year-over-year decline 
that market-research firm NPD 
Group Inc. has recorded. 

"It's not sustainable for 
them to expect people to 
show up and spend $13 on a 
burger on a consistent basis," 
said Kurt Kane, chief concept 
and marketing officer at 
Wendy's Co., which is among 
the fast-food burger chains 
engaged in an intense price 
war to attract and keep their 
core, budget-conscious cus- 
tomers. Wendy's has a deal of 
four items for $4. 

Mr. Cockerline now mostly 
goes to Wendy's when he is 
too busy to cook— because he 
can't make a meal any cheaper 


Supply and Demand 

The number of fast-casual burger restaurants continues to grow, 
but traffic among some of those chains is dropping off. 


Number of fast-casual burger 
restaurants over time' 


Weighted customer lunch traffic 
among major hamburger chainst 
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than $4, he said. 

The average lunch burger 
check— including fries and a 
beverage— has risen 22% since 
the financial crisis to $5.83, 
with a 4% increase last year 
alone, according to NPD. 

Choices used to be limited 
to fast-food chains such as 
McDonald's Corp. and Res- 
taurant Brands Interna- 
tional Inc.'s Burger King, 
diners, or sit-down chains 
that served other menu 
items. In the 2000s, quick- 
serve restaurants such as 
Shake Shack Inc., Smash- 
burger Master LLC and 
BurgerFi International LLC, 
specializing in making bigger 
burgers with fresh ingredi- 
ents, began popping up. 

The number of such out- 
lets has nearly quadrupled in 
the U.S. since 2005 to more 
than 2,700, according to res- 
Please see BURGERS page B2 
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Continued from the prior page 
the greenback in recent weeks. 
As of late Wednesday in Hong 
Kong, the Chinese currency 
had gained nearly 2% against 
the dollar during May in the 
offshore market. 

The suspected intervention 
by the Chinese central bank in 
recent days comes after rat- 
ings firm Moody's Investors 
Service last week downgraded 
China's credit rating and 
warned about the country's 
high levels of debt. 

China has shifted to target- 
ing stability in the yuan 
against the dollar this year, 
which had already helped curb 
investors' expectations for 
how much the yuan might fall 
in the coming months. The 
likely intervention in Hong 
Kong markets in recent days 
suggests China still felt the 
need to deter investors over- 
seas from viewing the Moody's 
downgrade as a reason to turn 
bearish. 

"It is a bit of an overreac- 
tion, but I wouldn't necessar- 
ily put it past them," Mr. Wolf 
said, referring to Chinese au- 
thorities. 

China's central bank has re- 
cently been guiding the yuan 
to stronger-than-expected lev- 
els in the onshore market, an- 
other sign that it is seeking to 
bolster the currency. It has 
also tweaked the way it calcu- 
lates its daily fix for the yuan- 
dollar pair, adding a "counter- 
cyclical" component that lets 
it exert more control over the 
yuan's value. 


Investors appear to be re- 
sponding to the Chinese cen- 
tral bank. In a shift, those us- 
ing options are now bracing 
for further gains in the off- 
shore yuan over the next 
month. 

The so-called one-month 
risk reversal for the dollar 
against the yuan turned nega- 
tive on Friday, which means 
bearish put options on the 
dollar against the offshore 
yuan are now more expensive 
than bullish call options. In- 
vestors would typically buy 
bearish put options on the 
currency pair if they expect 
the dollar to fall against the 
yuan over a specific period. An 
options contract grants the 
right to buy or sell the under- 
lying asset at a specific price 
by a certain time. 


China has shifted to 
targeting stability in 
the yuan against the 
dollar this year. 


That risk reversal is now at 
its most negative level ever, 
according to Thomson Reuters 
data going back to 2013. How- 
ever, longer-dated risk rever- 
sals remain positive, suggest- 
ing investors are still bracing 
for yuan depreciation over the 
next few months. 

"The bias is now shifting to 
one which is favoring short- 
term [yuan] appreciation," 
said Eddie Cheung, Asia cur- 
rency strategist at Standard 
Chartered Bank. 
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BUSINESS & FINANCE 

You’re Getting a Master’s in What? 



Kim Corfman, academic director of NYU Stern fashion-focused program. 


By Kelsey Gee 


To court a generation of 
M.B.A.-skeptics, business 
schools are creating narrowly 
tailored degree programs de- 
signed to help young profession- 
als hone their skills for specific 
industries and job functions. 

At Villanova University, stu- 
dents can earn a master's in 
church management. An M.B.A. 

program at the 
BUSINESS University of 
EDUCATION Minnesota's 
Carlson School 
of Manage- 
ment is restricted to current 
and former congressional staff- 
ers. At Indiana University's Kel- 
ley School of Business, Na- 
tional Football League players 
can enroll in a program de- 
signed to help them transition 
to new careers. And starting 
next spring, students at New 
York University's Stern School 
of Business will embark on a 
one-year program in fashion 
and luxury-goods management. 

As enrollment in general 
management programs across 
the U.S. declines, universities 
have augmented their gradu- 
ate offerings with shorter, 
more specialized courses, 
while making the traditional 
M.B.A. more flexible for stu- 
dents with full-time jobs. En- 
rollment in specialized gradu- 
ate business programs doubled 
from 2006 to 2016, according 
to a survey of 334 schools by 
the Association to Advance 


Collegiate Schools of Business, 
which oversees hundreds of 
such programs to ensure they 
meet educational standards. 

"The traditional, two-year 
M.B.A. is a loss leader now for 
most business schools," said 
Brian Cameron, the associate 
dean for professional master's 
programs at Pennsylvania State 
University's Smeal College of 
Business. He estimates that a 
new course can cost the univer- 
sity around $500,000 to design 
and implement, even for pro- 
grams that run exclusively on- 
line. Specialized programs like 
supply- chain management and 
marketing analytics are now a 
significant source of the busi- 
ness school's income, he said. 

"With freezes on further in- 
creases in tuition, these spe- 
cialized programs are the only 


mechanism that universities 
have to generate incremental 
revenue," he said. While tu- 
ition costs across graduate-de- 
gree programs have steadily 
increased in the past decade, 
some schools like Smeal have 
worked to hold prices steady, 
and others like Arizona State 
University's W.P. Carey School 
have experimented with offer- 
ing their M.B.A. for free. 

While the most popular spe- 
cialty programs offer degrees in 
areas like finance, accounting 
and marketing, deans say the 
trend toward greater special- 
ization will persist, driven by 
demand from young profession- 
als for skill-based education 
and growing competition from 
for-profit online schools and 
computer-coding boot camps. 

Andy Rudd, a 28-year-old 


former product manager at 
New York City-based startup 
Dataminr, decided to enroll in 
the one-year technology-fo- 
cused M.B.A. at Cornell Uni- 
versity's SC Johnson College 
of Business this spring. 

Mr. Rudd will attend classes 
on Cornell's new technology 
campus, a two-million-square- 
foot site on Roosevelt Island in 
New York City slated to open 
Aug. 1. His courses will cover 
topics such as startup finance 
and digital marketing, some of 
which are also available to stu- 
dents in the school's graduate 
programs in engineering and law. 

Villanova University's busi- 
ness school never offered a 
full-time M.B.A, but strategic 
partnerships with the Archdio- 
cese of New York and other 
cities and strong student de- 
mand have helped its master's 
in church management pro- 
gram balloon from seven stu- 
dents to 64 in the past four 
years. Tuition for the two-year 
program is $28,800. 

Kim Corfman, a professor of 
marketing and academic direc- 
tor of NYU Stern's new fashion- 
focused program, says the new 
degree is a good fit for the 
school, given classes like "Lux- 
ury Marketing" and "Next Gen- 
eration Fashion" that the 
school already offered to M.B.A. 
students. At roughly $96,000 
for tuition and fees, the pro- 
gram is a less costly investment 
for students than Stern's 
$138,000 two-year M.B.A. 
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From left, IBM chief Virginia Rometty, Hewlett Packard Enterprise's Meg Whitman and PepsiCo's 
Indra Nooyi were three of the 10 highest paid chief executives in 2016. 


Continued from the prior page 
likely will reward the CEO 
more, regardless of gender," 
said Irv Becker, an executive- 
pay specialist for Hay Group, a 
unit of recruiters Korn/Ferry 
International. 

At HP Enterprise, which 
posted a total return of about 
55%, Ms. Whitman earned 
$35.6 million during the year 
ended Oct. 31. The technology 
giant emerged from Hewlett- 
Packard Co.'s 2015 split into 
two businesses. The CEO 
made double the $17.1 million 
she earned a year earlier 
while running the combined 
company. 

Ms. Whitman's latest pack- 
age included a special equity 
grant tied to the debut of HP 
Enterprise. Aside from such 
one-time items, "Meg's target 
compensation has remained 
unchanged over the past three 
years," a company spokes- 
woman said, describing part of 
her package. 

Mylan NV had the lowest 
one-year return among 
women-led concerns, posting 
-29%. The drugmaker faced a 
furor over hefty price in- 
creases for its lifesaving 
EpiPen. Longtime CEO Heather 
Bresch received $13.8 million 
last year, down from $18.9 
million the previous year. 

"We place a clear emphasis 


on variable, performance- 
based compensation," with 
about two-thirds of Ms. 
Bresch's 2016 annual target 
compensation tied to perfor- 
mance, Mylan's proxy state- 
ment said. Directors also cited 
its share price's appreciation 
during the past five, 10 and 15 
years. Mylan declined to com- 
ment further. 

Certain female chiefs 
earned hefty pay packages be- 
cause they're trying to trans- 
form their employers. "Turn- 
around CEOs always get a 
premium because a turn- 
around is hard," said Jan 
Koors, a senior managing di- 
rector for Pearl Meyer, a com- 
pensation consultancy. 

As their pay packages reach 


the highest tier, some female 
CEOs are coming under addi- 
tional shareholder scrutiny. 
Consider Ms. Rometty. IBM's 
leader is trying to offset wan- 
ing older businesses with 
younger ones such as cloud 
computing, but revenue fell 
for the 20th consecutive quar- 
ter during this year's first 
three months. 

IBM paid Ms. Rometty 
$32.7 million last year, up 
from $19.8 million a year ear- 
lier. Her 2016 package in- 
cluded 1.5 million stock op- 
tions, which she can't fully 
exercise unless IBM's stock 
price increases as much as 
25%, according to its proxy. 

But Ms. Rometty can keep 
those options for 10 years. 


"There's very little downside 
risk," said Aeisha Mastagni, a 
portfolio manager for Califor- 
nia State Teachers' Retirement 
System, which owns 2.2 mil- 
lion IBM shares. "It's not like 
she has been underpaid under 
her tenure as CEO." 

Many IBM shareholders 
consider Ms. Rometty over- 
paid. About 46% of votes cast 
at this spring's annual meeting 
opposed the company's execu- 
tive pay practices. That repre- 
sents a record level of IBM in- 
vestor opposition for a "say- 
on-pay" vote. The nonbinding 
referendum began in 2011. 

Directors will review results 
of the 2017 shareholder votes 
"as they do every year," an 
IBM spokesman said. 


PAYTM 
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avoiding giving top executives 
specific job titles so they can 
be moved from one part of the 
business to another easily. 

Though he has been good at 
getting capital and expertise out 
of his investors, he has kept 
tight control of his company, 
said Satish Meena, senior fore- 
cast analyst at Forrester Re- 
search. "He decides what direc- 
tion [the company] will take," 
not its investors, he said. 

Paytm, launched by One97 
Communications in 2010, 
started as a mobile-recharge 
and bill payments service and 
expanded to cover everything 
from paying electricity bills to 
buying movie tickets and gro- 
ceries or transferring money 
owed to a friend. 

The company began to sep- 
arate from its competitors 
when Uber arrived in India. As 
the ride-hailing company was 
beginning to expand in 2014, 


India's central bank put re- 
strictions on how it could ac- 
cept credit-card payments. 
Paytm offered Uber a solution: 
Use the Paytm mobile wallet 
to get around the problem. By 
joining forces with Uber, the 
company reached a new group 
of tech-sawy consumers. 

Paytm doesn't disclose reve- 
nue figures but has said it isn't 
profitable at this point, choos- 
ing to continue to invest in ex- 
pansion. The company has in- 
vested close to $600 million 
over the past two years to ac- 
quire new vendors, a move that 
has set it apart from competi- 
tors such as MobiKwik and 
FreeCharge, analysts said. 

A big break came late last 
year when India canceled 86% 
of currency in circulation in an 
effort to cut corruption and 
bring more people into the tax 
net by forcing them to use less 
cash. The day after Prime Minis- 
ter Narendra Modi made the 
surprise announcement, Paytm 
took out full-page newspaper 
ads congratulating him on "the 
boldest decision in the financial 
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history of independent India!" 

Paytm representatives 
started giving business owners 
group demonstrations of their 
service and often as many as 
100 would show up, frantic for 
an alternative to cash. The 
vast majority of Indian shops 
don't accept credit cards be- 
cause of the costs of maintain- 
ing a swiping machine. 

The company also simplified 
its process so the shop owners 
didn't even need smartphones 
or scanners. Shops each got 
their own coded sticker that 
they put on display, allowing 
customers to use their phone's 
camera to scan the code, plug 
in the amount they owe and 
press pay. The shop owners 
then get a text message con- 
firming payment. 

The company has been add- 
ing as many as 10,000 mer- 
chants a day and has a total of 
more than 500,000 taxi and 
three-wheeled auto rickshaw 
drivers on the platform. In addi- 
tion, Paytm aims to have a half- 
billion users by 2020, roughly 
equal to the number of global 
users that Linkedln has now. 

Paytm plans to leverage its 
massive customer base by of- 
fering new services. In May, 
the company launched a pay- 
ments bank that will allow us- 
ers to move wallet cash into 
interest- earning accounts. 

"We as a company have al- 
ways been selling what we do 
far more aggressively than 
somebody else does," Mr. 
Sharma said at an event this 
week in Mumbai. 

—Debiprasad Nayak 
contributed to this article. 


BURGERS 

Continued from the prior page 
taurant consultancy Tech- 
nomic Inc. Today, the fast- 
food and fast-casual burger 
business is estimated at $82 
billion in sales, says Tech- 
nomic. 

With so much competition 
and only so many ways to dif- 
ferentiate a burger, upstarts 


Anatomy of a Burger 

Burgers at restaurants are sold 
on average at a price nearly 
400% higher than the cost of 
ingredients. 


Total burger cost = $1.86 
Average restaurant cost = $9.00 

Source: Plate IQ 
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have been coming out with ev- 
ermore gourmet ingredients, 
such as Wagyu beef, roasted 
garlic aioli and truffled arug- 
ula, which have raised the bar 
for burgers overall— and their 
price tag. 

All restaurant tabs have 
climbed in recent years as la- 
bor costs have risen largely 
because of state and local min- 
imum-wage increases. The 
cost of eating out— especially 
when cooking at home has 
gotten cheaper— is a signifi- 
cant reason hamburger chains 
are seeing less foot traffic, 
NPD restaurant analyst Bonnie 
Riggs said. 

Many burger places also 
have been placing a premium 
on their food. Those places 
have found they can beef up 
profits by charging extra for 
additional toppings. 

"We've had a good 10% in- 
crease in average check over 
the last couple of years," said 
Andrew Wiederhorn, chief ex- 
ecutive of Fatburger North 
America Inc. "Menu price in- 
creases are a piece of that, but 
60% of it is from premium of- 
ferings we've added to the 
menu, like fried egg or guaca- 
mole." 

A basic hamburger at the 
Los Angeles-based chain starts 
at $5.94, but after adding ba- 
con and chili, it is $8.14. With 
fries and a drink, the combo 
totals $13.37. 

The Habit Restaurants Inc. 
has raised overall menu prices 
in response to rising labor 
costs and has added new, 
higher-priced items such as a 
Portabella Charburger, which 


at $4.75 costs $1.40 more than 
the original Charburger. With 
fries and a medium drink, it 
comes to $8.75. 

Some traditional fast-food 
chains have been struggling 
to attract customers who 
have migrated to places serv- 
ing more gourmet food. 
McDonald's recently adopted 
a back-to-basics approach af- 
ter years of chasing health- 
minded customers with prod- 
ucts such as salads, sandwich 
wraps and fruit smoothies. It 
had neglected its burgers 
and recently found that only 
one in five millennials had 
ever tried its signature Big 
Mac. 

The burger giant has been 
trying to improve the quality 
of its burgers by adjusting 
temperatures and cook times 
to deliver hotter, fresher burg- 
ers. Next year, it plans to make 
its Quarter Pounders with 
fresh, instead of frozen, beef. 
It is also in the process of roll- 
ing out higher-end, customiz- 
able burgers from a "Signature 
Crafted" menu to compete 
with the "better" burger 
places, but at a much lower 
price. 

Burger King's deals include 
two cheeseburgers, a small or- 
der of fries and a small drink 
for $3.29 at participating res- 
taurants in the U.S. 
McDonald's has experimented 
with a number of value meals, 
such as two items for $5. 
Wendy's created its four-for- 
$4 menu because it found 
that, on average, people only 
have $4 to $6 to spend on 
lunch each day. 



Lettuce 

$0.12 

Onion 

$0.01 

r Tomato 

$0.07 

Beef 

patty 

$1.05 

Mayo 

$0.04 

Ketchup 

$ 0.02 

Mustard 

+ $0.03 
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German Business Frets About U.S. 


Trump's comments 
on bilateral trade fan 
fears of barriers 
to key export market 

A political war of words be- 
tween Berlin and Washington 
is increasingly unsettling Ger- 
man executives who fear it 
could be bad for business. 


By Patricia Kowsmann 
in Frankfurt , Anton 
Troianovski and 
Bertrand Benoit 
in Berlin 


In remarks widely inter- 
preted as critical of U.S. Presi- 
dent Donald Trump, German 
Chancellor Angela Merkel said 
in a speech on Sunday that Eu- 
rope could no longer com- 
pletely rely on old allies. Mr. 
Trump snapped back on Tues- 
day, describing Germany's 
trade surplus with the U.S. in a 
tweet as "very bad for U.S." 

The exchange followed 
meetings in Europe last week 
between Mr. Trump and other 
world leaders in which U.S. 
and European officials said the 
president sharply criticized 
German exports to his country. 

Fearing a damaging trade 
dispute, traditionally soft-spo- 
ken German industry represen- 
tatives shed their diplomatic 
reserve this week to warn 
about the danger to both sides. 

"The U.S. would be shooting 
itself in the foot if it were to 
isolate itself," said Anton 
Borner, president of the BGA 
federation of German export- 
ers. "Any attempt to restrict 
trade would conjure up a 
global growth crisis, which 
would massively damage the 
U.S. economy." 

On Monday, Dieter Kempf, 
president of the influential BDI 
federation of German industry, 
slammed waning U.S. support 
for free trade, saying: "The 
U.S. has maneuvered itself 
onto the sidelines." 

German-U.S. trade flows are 
among the largest in the world 
between any two countries. 
While China upstaged France 



BMW operates an auto plant in Greer, S.C. German officials have tried to highlight German contributions to the U.S. economy. 


and the U.S. as Germany's big- 
gest trade partner last year, 
according to Germany's Fed- 
eral Statistics Office, the U.S. 
remains the world's biggest 
buyer of German goods, with 
imports worth €106.9 billion 
($119.9 billion) in 2016. 

In a smaller domestic mar- 
ket where consumption and in- 
vestment have been tepid for 
years, German companies rely 
heavily on exports to feed 
profit. So punitive tariffs or 
other U.S. moves to curb Ger- 
man exports could wreak 
havoc on the German economy. 

U.S. officials have denied 
Mr. Trump's criticism of Ger- 
many reflected skepticism 
about free trade in general. 
Rather, they say he is con- 
cerned that other nations en- 
joy an unfair advantage when 
exporting into the open Ameri- 
can market, while not giving 
U.S. companies the same ac- 
cess to theirs. 


To guard against protec- 
tionist moves by Washington, 
German officials and industri- 
alists have been trying to edu- 
cate the Trump administration 
about German contributions to 
the U.S. economy. They hit on 
the fact that German compa- 
nies in the U.S. employ about 

672.000 people and have in- 
vested more than $300 billion 
in the country. 

During Ms. Merkel's visit to 
the U.S. capital in March, 
BMW Chief Executive Harald 
Kruger told Mr. Trump that 
the U.S. was his company's 
"second home," with a South 
Carolina plant that employs 

9.000 people and has spent 
$200 million in training its 
workers. "We are proud as we 
are the biggest net exporter of 
vehicles in the U.S.," Mr. 
Kruger told Mr. Trump, who 
went on to call BMW's plant 
"incredible." 

Others point to the large 


share of capital goods in Ger- 
many's U.S. exports— machines 
and robots they say are vital to 
American factories. 

"With tiring regularity, Ger- 
many is criticized for its trade 
and current account sur- 
pluses," Carl Martin Welcker, 
president of a trade group for 
capital-goods manufacturers, 
said last week. "But Germany's 
industry is not exporting prob- 
lems, it's delivering competi- 
tiveness." 

Before Mr. Trump's tweet, 
German officials had thought 
that they were making prog- 
ress on trade policy in talks 
with Washington. German Eco- 
nomics Minister Brigitte Zy- 
pries, who met with U.S. Com- 
merce Secretary Wilbur Ross 
on a visit to the U.S. last week, 
said Mr. Ross didn't criticize 
the German trade surplus in 
the meeting. 

But some officials say their 
meetings with U.S. counter- 


parts have shown that Ger- 
many's lucrative export stream 
into the world's biggest econ- 
omy needs defending. 

"It's evident that isolation is 
bad for everyone," a senior Ger- 
man Economics Ministry offi- 
cial, Berend Diekmann, said at a 
conference in Berlin on Tues- 
day. "But it seems it's a bit less 
evident for some people in the 
Trump administration." 

Meanwhile, German officials 
have maintained that Berlin 
can do little to tame the coun- 
try's large trade surplus be- 
cause it reflects German indus- 
try's competitiveness and 
exchange rates that are subject 
to the policies of the European 
Central Bank. 

"California's trade balance 
with China is no more a sub- 
ject of discussion than the Ger- 
man trade balance with the 
U.S. should be," the Economics 
Ministry said in a recently 
published document. 


Chinese Law 

Regulates 

Cybersecurity 

By Alyssa Abkowitz 


BEIJING— China's new cy- 
bersecurity law goes into force 
Thursday amid confusion 
among some foreign technol- 
ogy companies about how it 
will affect their operations. 

The law, adopted late last 
year, requires security reviews 
of technology products sup- 
plied to the Chinese govern- 
ment and critical industries. 
Foreign business groups claim 
its requirements could give 
Chinese firms an unfair com- 
petitive edge as the law's 
broad reach grants Chinese 
authorities the ability to block 
a product or service. 

Some companies are having 
a hard time assessing the im- 
pact because Chinese govern- 
ment authorities are still 
working on the specific regu- 
lations to implement the law, 
which is written vaguely. 

For example, specific mea- 
sures to comply with the law's 
mandates for data storage and 
the protection of user informa- 
tion are still being "perfected," 
a Cyberspace Administration of 
China spokesperson said dur- 
ing a news conference, a tran- 
script of which it posted on its 
website Wednesday. 

In the weeks leading up to 
June 1, Chinese authorities also 
introduced new provisions, such 
as the implementation of crimi- 
nal sanctions if companies 
breach or ignore data-protec- 
tion laws, and a requirement 
that firms gain consent before 
using cookies in China, accord- 
ing to law firm DLA Piper. 

As a result, some compa- 
nies in China have said they 
aren't entirely sure how 
they're supposed to implement 
the law. 

"Some requirements are 
new and so far stipulated in 
vague terms that likely will be 
supplemented over time," said 
Paul McKenzie, managing part- 
ner at the Beijing office of law 
firm Morrison Foerster LLP. 

— Eva Dou 
contributed to this article. 


Whirlpool Asks U. S. 

To Impose Import Curbs 


By William Mauldin 
And Andrew Tangel 


Whirlpool Corp. asked the 
U.S. government to impose 
broad barriers on imports of 
household washing machines, 
part of the company's efforts 
to fight what it calls unfair 
trade practices by South Ko- 
rea-based rivals, company 
executives said. 

The case would go to Presi- 
dent Donald Trump's desk if 
an independent commission 
agrees with Whirlpool's 
claims. Mr. Trump and his ad- 
visers have repeatedly vowed 
to dust off rarely used U.S. 
trade law to block foreign im- 
ports and bolster American 
manufacturers. 

The Benton Harbor, Mich.- 
based Whirlpool has been 
fighting since at least 2011 
what it and U.S. officials have 
called the dumping of washing 
machines made by Samsung 
Electronics Co. and LG Elec- 
tronics Inc. in several coun- 
tries. Samsung and LG have 
denied violating trade rules. 

"Whirlpool has once again 
decided to seek government 
protection rather than com- 
pete in the marketplace," LG 
Electronics said Wednesday. 
"LG strongly disagrees that 
imports are causing serious 
injury to Whirlpool." 

A Samsung spokeswoman 
didn't immediately respond to 
a request for comment. 

Whirlpool petitioned the 
U.S. International Trade Com- 
mission on Wednesday to 
weigh in on what it says is a 
doubling of imports of large 


residential washing machines 
and the potential injury the 
American industry is facing. 

If the commission— an inde- 
pendent body that includes 
Democratic and Republican 
appointees— finds an increase 
in washer imports that may be 
a substantial cause of serious 
injury, the Trump administra- 
tion could respond this year 
by imposing broad tariffs or 
other measures on washer im- 
ports via a process known as 
"safeguard" or "Section 201" 
of trade law. 

A spokeswoman for the 
trade commission confirmed 
Whirlpool's filing. 

"We believe in free trade, 
but it doesn't work if people 
don't obey the rules and fol- 
low the laws," said Aaron 
Spira, chief legal officer for 
North America at Whirlpool. 
"We have to look for other op- 
tions that will solve the issue." 

Whirlpool's long-term bat- 
tle against Samsung and LG 
has already caught the atten- 
tion of the Trump administra- 
tion, which has warned of us- 
ing rare presidential powers 
and U.S. legal provisions to 
punish trading partners. 

The case could also provide 
a window into how far the ad- 
ministration will go in bigger 
cases involving steel, alumi- 
num or other industries. 

At a gathering of econo- 
mists this year, Peter Navarro, 
head of the White House Of- 
fice of Trade and Manufactur- 
ing Policy, said the washer 
fight shows "precisely the kind 
of trade cheating that must be 
stopped." 



Whirlpool is fighting what it calls dumping of washing machines. 
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Legal Notices 


BANKRUPTCIES 


UNITED STATES BANKRUPTCY COURT SOU THERN DISTRICT OF TEXAS HOUSTON DIVISION 
In re: Chapter 11 

EMAS CHIYODA SUBSEA LIMITED, et al., Case No. 17-31146 (Ml) 

Debtors. 1 : (Jointly Administered) 

NOTICE OF ORDER APPROVING (I) ADEQUACY OF THE DISCLOSURE STATEMENT AND NOTICE 
OF THE DISCLOSURE STATEMENT HEARING, (II) HEARING DATE TO CONSIDER CONFIRMATION 

OF THE PLAN AND PROCEDURES FOR FILING OBJECTIONS TO THE PLAN, (III) DEADLINES 
RELATED TO SOLICITATION AND CONFIRMATION, (IV) SOLICITATION PROCEDURES FOR 
CONFIRMATION OF THE PLAN AND THE FORM OF VARIOUS BALLOTS AND NOTICES IN 
CONNECTION THEREWITH. AND (V) VOTING AND GENERAL TABULATION PROCEDURES 

TO ALL HOLDERS OF CLAIMS AND INTEREST AND PARTIES IN INTEREST: 

1. Approval of the Disclosure Statement and the Solicitation Procedures . On May 25, 2017, the United 
States Bankruptcy Court for the Southern District of Texas (the “ Bankruptcy Court ”! entered the Order 
Approving (I) Adequacy of the Disclosure Statement and Notice of the Disclosure Statement Hearing, (II) 
Hearing Date to Consider Confirmation of the Plan and Procedures for Filing Objections to the Plan, (III) 
Solicitation Agent and Deadlines Related to Solicitation and Confirmation, (IV) Solicitation Procedures 
for Confirmation of the Plan and the Form of Various Ballots and Notices in Connection Therewith, and 
(V) Voting and General Tabulation Procedures [Docket No. [455] (the “ Disclosure Statement Order ”) 
that, among other things, (i) approved the adequacy of the Third Amended Disclosure Statement with 
Respect to the Third Amended Joint Chapter 11 Plan of Reorganization of Certain Affiliated Debtors of 
EMAS CHIYODA Subsea Limited [Docket No. 447] (as may be amended from time to time including all 
exhibits and supplements thereto, the “ Disclosure Statement ”) and (ii) authorized the above-captioned 
debtors and debtors in possession (the “ Debtors ” or the “ Company ”) to solicit acceptances or rejections 
of the Third Amended Joint Chapter 11 Plan of Reorganization of Certain Affiliated Debtors of EMAS 
CHIYODA Subsea Limited [Docket No. 446] (as may be amended from time to time including all exhibits 
and supplements thereto, the “Plan”) from the Holders of Impaired Claims who are entitled to vote on 
the Plan. 2 

2. Classes Entitled to Vote . Only Holders of Claims in Classes 1G through 3G and Classes 5G 
through 8G are entitled to vote to accept or reject the Plan, subject to the solicitation procedures (the 
“ Solicitation Procedures ”! attached to the Disclosure Statement Order. Holders of unclassified Claims, 
including DIP Facility Claims, Administrative Claims, Professional Claims, and Priority Tax Claims, and 
of Claims and Interests in Classes 1A through 8A, 8B, 6C, 7D, IE through 8E, and IF through 8F are 
unimpaired and are presumed to have accepted the Plan. Holders of Claims and Interests in Classes 1H 
through 8H, II through 81, and 1J through 8J will receive no distribution and receive no property under 
the Plan and are deemed to have rejected the Plan. 

3. Voting Record Date . The record date for determining (i) creditors and interest holders entitled to 
receive Solicitation Packages and other notices and (ii) creditors entitled to vote to accept or reject the 
Plan is May 24, 2017 (the “ Voting Record Date ”). 

4. Voting Deadline . The deadline by which Ballots for accepting or rejecting the Plan must be 
received by Epiq Bankruptcy Solutions, LLC (the “ Solicitation Agent ”) to be counted is June 23, 2017, 
at 4:00 p.m. (Prevailing Central Time) (the “ Voting Deadline ”). 

5. Confirmation Objection Procedures and Deadline . Objections to the confirmation of the Plan 
(each, a “ Confirmation Objection ") must (i) be made in writing; (ii) comply with the Bankruptcy Code, the 
Bankruptcy Rules, and the Bankruptcy Local Rules; (iii) set forth the name and address of the objector 
and the nature and amount of any claim or interest asserted by the objector against or in the Debtors, 
their estates, or their property; (iv) state with particularity the legal and factual bases for the objection; 
(v) be filed with the Bankruptcy Court no later than June 23, 2017 at 4:00 p.m. (Prevailing Central 
Time) (the “ Confirmation Objection Deadline "): provided , however , that the Confirmation Objection 
Deadline shall be June 26, 2017 at 4:00 p.m. (Prevailing Central Time) solely with respect to 
Confirmation Objections relating to the financial feasibility of Newco. Plan Confirmation Objections that 
are not timely filed shall not be considered by this Court and shall be overruled. 

6. Confirmation Hearing . Under the Disclosure Statement Order, a hearing (the " Confirmation 
Hearing ”) will be held before the Honorable Marvin Isgur, United States Bankruptcy Judge, in the United 
States Bankruptcy Court for the Southern District of Texas, 515 Rusk Street, Courtroom 404, Houston, 
Texas 77002, on June 29, 2017 at 9:00 a.m. (Prevailing Central Time) or as soon thereafter as 
counsel can be heard, to consider the entry of an order confirming the Plan within the meaning of 
Bankruptcy Code section 1129. The Confirmation Hearing may be continued from time to time by way 
of announcement of such continuance in open court, without further notice to parties in interest. 

7. Allowance of Claims for Voting Purposes . A Holder of a Claim not entitled to vote on the Plan 
because the claim is a filed claim that was subject to a pending objection (each such claim, a “ Disputed 
Claim ") shall be permitted to vote such claim (or to vote such claim in an amount other than the amount 
set forth in the Schedules) only if one of the following shall have occurred with respect to such claim 
at least five Business Days prior to the Voting Deadline (the “ Voting Resolution Event Deadline ”): (i) an 
order is entered by the Bankruptcy Court allowing such Disputed Claim pursuant to Bankruptcy Code 
section 502(b), after notice and a hearing; (ii) a creditor files with the Bankruptcy Court a motion for an 
order under Bankruptcy Rule 3018(a) temporarily allowing such Disputed Claim in a different amount 
only for purposes of voting to accept or reject the Plan (a “ Rule 3018(a) Motion ”) that is ultimately 
approved by the Bankruptcy Court after notice and a hearing; (iii) a stipulation or other agreement 
is executed between the Holder of the Disputed Claim and the Debtors resolving such objection and 
allowing the Holder of such Disputed Claim to vote its Claim in an agreed upon amount; (iv) astipulation 
or other agreement is executed between the Holder of the Disputed Claim and the Debtors temporarily 
allowing the Holder of such Disputed Claim to vote its Claim in an agreed upon amount; or (v) the 
pending objection to the Disputed Claim is voluntarily withdrawn by the Debtors or overruled by the 
Bankruptcy Court (each, a “ Resolution Event ”). 

Rule 3018(a) Motions must (i) be made in writing; (ii) comply with the Bankruptcy Code, the 
Bankruptcy Rules, and the Bankruptcy Local Rules; (iii) set forth the name of the party asserting the 
Rule 3018(a) Motion; (iv) state with particularity the legal and factual bases for the Rule 3018(a) 
Motion; (v) be set for hearing at the Confirmation Hearing; and (vi) be served so as to be received by the 
Notice Parties no later than the Voting Resolution Event Deadline. 

No later than two (2) Business Days after a Resolution Event, the Solicitation Agent shall distribute 
a Ballot and a pre-addressed, postage pre-paid envelope to the relevant Holder of the Disputed Claim, 
which must be returned to the Solicitation Agent by no later than the Voting Deadline (unless the Debtors 
extend the deadline to facilitate a reasonable opportunity for such Creditor to vote upon the Plan). 

In the event that the Debtors and the Holder of the Disputed Claim are unable to resolve any issues 
raised by the Rule 3018(a) Motion prior to the Confirmation Hearing, (i) the Debtors may object to the 
Rule 3018(a) Motion at the Confirmation Hearing (without filing a written objection); (ii) the Solicitation 
Agent shall inform the Bankruptcy Court at or prior to the Confirmation Hearing whether including such 
provisional Ballot would affect the outcome of the voting to accept or reject the Plan in the relevant 
class in which the provisional Ballot was cast; and (iv) the Bankruptcy Court then shall determine 
whether the provisional Ballot should be counted as vote on the Plan. 

8. Discharge, Release, Injunction, and Exculpation Language in the Plan. YOU ARE ADVISED 
TO CAREFULLY REVIEW AND CONSIDER THE PLAN, INCLUDING THE DISCHARGE, RELEASE, 
INJUNCTION, AND EXCULPATION PROVISIONS SET FORTH IN ARTICLE XI OF THE PLAN, AS 
YOUR RIGHTS MAY BE AFFECTED. THE TEXT OF THE DISCHARGE, RELEASE, INJUNCTION, AND 
EXCULPATION PROVISIONS OF THE PLAN ARE SET FORTH BELOW. 

(a) Article 11.2. Discharge of Certain of the Plan Debtors . Pursuant to Bankruptcy Code 
section 1141(d), except as otherwise specifically provided in the Plan or the Confirmation 
Order, and effective as of the Effective Date: (a) the distributions and rights that are provided 
in the Plan, if any, and the treatment of all Claims and Interests shall be in exchange for and 
in complete satisfaction, discharge, and release of all Claims and Causes of Action (whether 
known or unknown, including any interest accrued on such Claims from and after the Petition 
Date) against, liabilities of, Liens on, obligations of, rights against, and Interests in the Plan 
Debtors (other than Marine Base Opco Debtor) or any of their assets or properties, regardless 
of whether any property shall have been distributed or retained under the Plan on account of 
such Claims, rights, and Interests, including, but not limited to, Claims and Interests that arose 
before the Effective Date and all debts of the kind specified in Bankruptcy Code sections 502(g), 
502(h), or 502(i), in each case whether or not (i) a Proof of Claim or Interest based upon such 
Claim, debt, right, or Interest is filed or deemed filed under Bankruptcy Code section 501, (ii) 
a Claim or Interest based upon such Claim, debt, right, or Interest is allowed under Bankruptcy 
Code section 502, or (iii) the Holder of such a Claim, right, or Interest accepted the Plan; (b) 
the Plan shall bind all Holders of Claims and Interests notwithstanding whether any such Holders 
failed to vote to accept or reject this Plan or voted to reject the Plan; (c) all Claims and Interests 


shall be satisfied, discharged, and released in full, and the Plan Debtors’ (other than Marine 
Base Opco Debtor’s) liability with respect thereto shall be extinguished completely, including 
any liability of the kind specified under Bankruptcy Code section 502(g); and (d) all Entities shall 
be precluded from asserting against the Plan Debtors (other than Marine Base Opco Debtor), 
the Estates, their successors and assigns, and their assets and properties any other Claims or 
Interests based upon any documents, instruments, or any act or omission, transaction, or other 
activity of any kind or nature that occurred prior to the Effective Date. The Confirmation Order 
shall be a judicial determination of the discharge of all Claims against and Interests in the Plan 
Debtors (other than Marine Base Opco Debtor), subject to the occurrence of the Effective Date. 

(b) Article 11.5 Release by Plan Debtors . Pursuant to Bankruptcy Code section 1123(b), 
as of the Effective Date, the Plan Debtors and their Estates, and each of their respective 
current and former Affiliates shall be deemed to have conclusively, absolutely, unconditionally, 
irrevocably, and forever released, waived, and discharged the Released Parties from any and all 
Claims, Interests, obligations, rights, suits, damages, Causes of Action, remedies, and liabilities 
whatsoever, including any derivative Claims, asserted or capable of being asserted on behalf 
of the Plan Debtors and their Estates, whether known or unknown, foreseen or unforeseen, 
existing or hereinafter arising, in law, equity, or otherwise, that such Entity would have been 
legally entitled to assert (whether individually or collectively), based on or in any way relating 
to, or in any manner arising from, in whole or in part, the Plan Debtors, the operation of the Plan 
Debtors prior to, on, or after the Petition Date, the Plan Debtors’ restructuring, the Chapter 11 
Cases, the DIP Facility, the purchase, sale, or rescission of the purchase or sale of any security 
of the Plan Debtors, provided under any applicable law, rule, or regulation, the subject matter 
of, or the transactions or events giving rise to, any Claim or Interest that is treated in the Plan, 
the restructuring of Claims and Interests prior to or in the Chapter 11 Cases, the negotiation, 
formulation, or preparation of the DIP Credit Agreement, the Plan, the Disclosure Statement, the 
Plan Support Agreement, the Plan Supplement, any other Plan Transaction Document, or related 
agreements, instruments, exhibits, or other documents, or upon any other act or omission, 
transaction, agreement, event, or other occurrence taking place on or before the Effective Date 
of the Plan, other than Claims or liabilities arising out of or relating to any act or omission of 
a Released Party that constitutes fraud, willful misconduct or gross negligence as determined 
by a Final Order. Notwithstanding anything to the contrary in the foregoing, the release set 
forth above does not release any post-Effective Date obligations of any party under this Plan 
or any document, instrument, or agreement (including those set forth in the Plan Supplement) 
executed to implement this Plan. 

For the avoidance of doubt, nothing in Section 11.5 of the Plan shall in any way affect the 
operation of Section 11.2 of the Plan, under Bankruptcy Code section 1141(d). 

(c) Article 11.6. Release by Holders of Claims and Interests . As of the Effective Date, the 
Releasing Parties shall be deemed to have conclusively, absolutely, unconditionally, irrevocably, 
and forever released, waived, and discharged the Plan Debtors, their Estates, non-Debtor 
Affiliates, and the Released Parties from any and all Claims, Interests, obligations, rights, suits, 
damages, Causes of Action, remedies, and liabilities whatsoever, including any derivative Claims, 
asserted or capable of being asserted, whether known or unknown, foreseen or unforeseen, 
existing or hereinafter arising, in law, equity, or otherwise, that such Entity would have been 
legally entitled to assert (whether individually or collectively), based on or in any way relating 
to, or in any manner arising from, in whole or in part, the Debtors, the operation of the Debtors 
prior to, on, or after the Petition Date, the Debtors’ restructuring, the Chapter 11 Cases, the DIP 
Facility, the purchase, sale, or rescission of the purchase or sale of any security of the Debtors 
or the Plan Debtors provided under any applicable law, rule, or regulation, the subject matter 
of, or the transactions or events giving rise to, any Claim or Interest that is treated in this Plan, 
the restructuring of Claims and Interests prior to or in the Chapter 11 Cases, the negotiation, 
formulation, or preparation of the DIP Credit Agreement, the Plan, the Disclosure Statement, 
the Plan Support Agreement, the Plan Supplement, any other Plan Transaction Document, or 
related agreements, instruments, exhibits, or other documents, upon any other act or omission, 
transaction, agreement, event, or other occurrence taking place on or before the Effective Date 
of this Plan, other than Claims or liabilities arising out of or relating to any act or omission 
of a Released Party that constitutes willful misconduct or gross negligence as determined 
by a Final Order. Notwithstanding anything to the contrary in the foregoing, the release set 
forth above does not release any post-Effective Date obligations of any party under this Plan 
or any document, instrument, or agreement (including those set forth in the Plan Supplement) 
executed to implement this Plan. 

For the avoidance of doubt, except as expressly provided in the Plan, nothing in Section 11.6 
of the Plan shall in any way affect the operation of Section 11.2 of the Plan, under Bankruptcy 
Code section 1141(d). Furthermore, the Constellation Lenders, DNB, and DBS shall not grant, or 
be deemed to have granted, any release, waiver or discharge of Claims against the Constellation 
Debtor under Section 11.6 of the Plan unless and until the Effective Date as to the Plan for the 
Constellation Debtor has occurred. 

(d) Article 11.7. Exculpation and Limitation of Liability . The Exculpated Parties shall neither 
have, nor incur any liability to any Entity for any Exculpated Claim; provided , however , that the 
foregoing “exculpation” shall have no effect on the liability of any Entity that results from any 
such act or omission that is determined in a Final Order to have constituted gross negligence or 
willful misconduct; provided , further , that no Exculpated Party shall be exculpated under Section 
11.7 of the Plan for any Exculpated Claim against the Constellation Debtor related to the Plan 
for the Constellation Debtor or any sale of the Constellation Vessel unless and until the Effective 
Date as to the Plan for the Constellation Debtor has occurred. 

The Exculpated Parties have, and upon Confirmation shall be deemed to have, participated 
in good faith and in compliance with the applicable provisions of the Bankruptcy Code, and, 
therefore, are not and shall not be liable at any time for the violations of any applicable law, 
rule, or regulation governing the solicitation of acceptances or rejections of this Plan or such 
distributions made under the Plan. 

(e) Article 11.9. Injunction . The satisfaction, release, and discharge under Article XI of the Plan 
shall act as an injunction, from and after the Effective Date, against any Entity (a) commencing or 
continuing in any manner or in any place, any action, employment of process, or other proceeding; 
(b) enforcing, attaching, collecting, or recovering in any manner any judgment, award, decree, or 
order; (c) creating, perfecting, or enforcing any Lien or encumbrance, in each case with respect 
to any Claim, Interest, or Cause of Action satisfied, released or to be released, exculpated or to 
be exculpated, or discharged under the Plan or pursuant to the Confirmation Order and to the 
fullest extent authorized or provided by the Bankruptcy Code, including to the extent provided for 
or authorized by sections 524 and 1141 thereof; provided , however , that nothing contained herein 
shall preclude such Entities from exercising their rights pursuant to and consistent with the terms 
of the Plan or the Confirmation Order. 

|You Are Advised To Carefully Review And Consider The Plan As Your Rights might be Affected. | 

9. Access to Documents and Inquiries. Copies of the Disclosure Statement, the Plan, the Disclosure 
Statement Order, and all documents filed in the Chapter 11 Cases may be accessed through the 
Debtors’ restructuring information website, http://dm.epiqll.com/ECS . The applicable Ballots shall 
be sent to parties entitled to vote in paper form along with this Confirmation Hearing Notice. If you 
have questions regarding this Confirmation Hearing Notice or the procedures and requirements for 
voting on the Plan and/or for objecting to the Plan, you may contact the Solicitation Agent by: (i) e-mail 
tabulation@epiqsvstems.com and reference EMAS CHIYODA in the subject line or (b) by telephone at 
(844) 616-6629, within the U.S. or Canada, or (503) 597-5538, outside of the U.S. or Canada. 

Che Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s tax 
identification number and jurisdiction of formation are as follows: EMAS CHIYODA Subsea Limited 
(UK) (3187); EMAS Chiyoda Subsea Inc. (Delaware) (7884); EMAS CHIYODA Subsea Marine Base 
LLC (Texas) (5974); Lewek Falcon Shipping Pte. Ltd. (Singapore) (041E); EMAS CHIYODA Marine Base 
Holding Co., LLC (Texas) (7463); EMAS Chiyoda Subsea Services Pte. Ltd. (Singapore) (333Z); EMAS- 
AMC Pte. Ltd. (Singapore) (0442); EMAS Saudi Arabia Ltd. (Saudi Arabia) (0669); Lewek Constellation 
Pte. Ltd. (Singapore) (376E); EMAS CHIYODA ROV Pte. Ltd. (Singapore) (049M); EMAS CHIYODA Subsea 
Services B.V. (Netherlands) (4073); EMAS CHIYODA Subsea Services (UK) Limited (Scotland) (3187); 
EMAS CHIYODA Subsea Services LLC (Delaware) (1728); EMAS CHIYODA Subsea (Thailand) Co., Ltd. 
(Thailand) (1011); Gallatin Marine Management, LLC (Delaware) (8989). The address of the Debtors’ 
U.S. headquarters is 825 Town & Country Ln, Suite 1500, Houston, TX 77024. 

Capitalized terms used but not otherwise defined herein shall have the meanings set forth in the Plan, 
the Disclosure Statement, or the Disclosure Statement Order, as applicable. 




For personal non-commercial use only. Do not edit or alter. Reproductions not permitted. 

To reprint or license content, please contact our reprints and licensing department at +1 800-843-0008 or www.djreprints.com 

B4 | Thursday, June 1, 2017 


THE WALL STREET JOURNAL. 


TECHNOLOGY 


WSJ.com/Tech 


Toshiba 
Takes Step 
To Hasten 
Unit’s Sale 

By Mayumi Negishi 


TOKYO— Fighting to survive, 
Toshiba Corp. made a legal 
concession to U.S. company 
Western Digital Corp. in a bid 
to accelerate the sale of the 
Japanese technology giant’s lu- 
crative memory-chip unit. 

Toshiba, whose flash-mem- 
ory clients include Apple Inc. 
and Nintendo Co., said it 
would keep part of the unit’s 
assets in-house, which it said 
would prevent Western Digital 
from carrying out its threat to 
block a sale of the unit to a 
third party. 

Such claims "are now 
moot,” Toshiba’s lawyers said 
in a letter dated Wednesday to 
Western Digital’s lawyers. 

A Western Digital spokes- 
man said he couldn’t immedi- 
ately comment. 


Tech giant makes 
legal concession to 
Western Digital on 
sale of chip business. 


The sale could bring in $20 
billion or more, analysts have 
said. That would cover losses 
at Toshiba’s nuclear affiliate, 
Westinghouse Electric Co., 
which filed for chapter 11 
bankruptcy protection in 
March. Toshiba’s banks have 
urged it to complete the sale 
quickly, and the company has 
said it hopes to secure a buyer 
by the end of June. 

Toshiba’s chip business in- 
cludes a joint venture originally 
concluded with SanDisk Corp. 
Western Digital took over San- 
Disk’s stake when it acquired 
SanDisk last year. It says it has 
the right to block any effort by 
Toshiba to sell its chip unit be- 
cause of what it describes as its 
rights under Toshiba’s con- 
tracts with SanDisk. 

Toshiba said that even if 
those rights exist— a point it 
disputes— they would be trig- 
gered only by a sale of the as- 
sets that Toshiba now says it 
will hold onto. 

Western Digital earlier this 
month sought arbitration to 
prevent a sale of Toshiba’s 
chip business. In addition, 
Western Digital has threat- 
ened to sue Toshiba’s banks 
and potential bidders for the 
business, Toshiba’s lawyers 
said in the letter. 

Besides Western Digital, 
bidders for Toshiba’s chip unit 
include Foxconn Technology 
Group of Taiwan, SK Hynix Inc. 
of South Korea and U.S. -based 
Broadcom Ltd. Toshiba is the 
world’s No. 2 flash-memory 
maker after South Korea’s 
Samsung Electronics Co. 

Toshiba said earlier Wednes- 
day that it won’t be able to win 
auditors’ approval for its earn- 
ings results for the year ended in 
March by its annual sharehold- 
ers’ meeting on June 28. 


Samsung Delays a Rollout 


Bixby virtual assistant 
struggles with English 
and likely won't hit the 
market until late June 

By Timothy W. Martin 


SEOUL— The English-lan- 
guage version of Samsung 
Electronics Co.’s new voice- 
activated virtual assistant 
likely won’t make its debut in 
the U.S. until at least late 
June, according to people fa- 
miliar with the matter, more 
than two months after the 
launch of the South Korean 
technology company’s latest 
high-end smartphone. 

Samsung officials had 
aimed internally for a late May 
U.S. rollout of Bixby, the Gal- 
axy S8’s artificial-intelligence 
service, The Wall Street Jour- 
nal reported in April. 

A company spokesman said 
at the time that Bixby would 
be ready in the U.S. by "later 
this spring,” without specify- 
ing a date. 

But the English-language 
Bixby is still weeks away from 
being finished, according to 
people familiar with the mat- 
ter, though no ultimate deci- 
sion has been made on timing. 
Recent internal tests of the 
service have revealed the 
voice-activated assistant is 
struggling to comprehend 
English syntax and grammar, 
one of the people said. 

Bixby, akin to Apple Inc.’s 
Siri, is an artificial-intelligence 



Samsung originally sought a late-May U.S. debut for the Galaxy S8 smartphone's Bixby service. 


service used to field tasks. 
Samsung has made the feature 
a selling point of the Galaxy 
S8, which hit shelves April 21 
and is Samsung’s most closely 
watched product launch in 
years after last year’s global 
recall of the Galaxy Note 7. 

"Bixby Voice benefits from 
time to further enhance natu- 
ral language understanding, 
and we are currently growing 
our user testing in the U.S. to 
prepare for launch,” a spokes- 
woman for Samsung said in an 
email, adding that other ele- 
ments of the virtual assistant, 


such as image-recognition fea- 
tures, were already available. 

The Galaxy S8 won strong 
reviews for its physical design. 
In its home market, Samsung 
has sold one million Galaxy S8 
handsets in 37 days— reaching 
that figure in half as many 
days as it took the prior year’s 
device, the company spokes- 
woman said. That phone, the 
Galaxy S7, eventually became 
the company’s best-selling 
smartphone. 

Samsung didn’t provide up- 
dated U.S. sales figures, 
though mobile chief D.J. Koh 


said in mid-April that preor- 
ders in the U.S. for the new 
handset had surpassed those 
during the prior year for the 
Galaxy S7. 

Virtual assistants aren’t a 
significant hit with smart- 
phone users. Just 9% of con- 
sumers use artificial-intelli- 
gence services such as Siri or 
Bixby on a regular basis, with 
50% saying they had no inter- 
est or knowledge in digital as- 
sistants, according to Ovum, a 
market-research firm that sur- 
veyed 4,000 consumers in 
Asia, the U.K. and U.S. during 


in u.s. 

April and May. 

Silicon Valley, nonetheless, 
is betting big on artificial-in- 
telligence software that often 
incorporates voice activation 
or recognition. The success of 
Amazon.com Inc.’s Echo 
speaker last year showed that 
consumers were open to talk- 
ing to devices, accelerating the 
tech industry’s battle to domi- 
nate the web-connected smart 
home. Smartphones are the 
fulcrum of these digital eco- 
systems, as many services are 
controlled by handsets. 

2 There were 3.5 billion ac- 
gj tive devices— smartphones, 
< televisions, tablets and other 
n gadgets— using native virtual 
| digital assistants in 2016, 
g meaning they are preinstalled, 
z not downloaded, onto prod- 
§ ucts, according to Ovum. By 
J 2021, the number is likely to 
| reach 7.5 billion, Ovum said. 

° In 2021, Alphabet Inc.’s 
Google Assistant is likely to 
capture 23% market share, 
Ovum estimates, followed by 
Samsung’s Bixby at 15%, Ap- 
ple’s Siri at 13% and Amazon’s 
Alexa at 4%. "Digital assistants 
are important for consumer 
loyalty in the future because 
they will eventually be used 
more,” said Ronan de Renesse, 
Ovum’s practice leader for 
consumer technology. 

It is unclear whether 
Bixby’s delayed launch will 
curb Galaxy S8 sales apprecia- 
bly, according to industry ana- 
lysts, who say it is too early to 
know whether consumers are 
dissuaded in a significant way. 


Uber Fires Executive at Center of Lawsuit 



Uber CEO Travis Kalanick, left, with Anthony Levandowski, who 
is the focus of an Alphabet suit alleging theft of trade secrets. 


By Jack Nicas 


Uber Technologies Inc. 
fired its top driverless-car ex- 
ecutive nine months after buy- 
ing his startup for $680 mil- 
lion, in a bid to contain a 
spiraling legal battle with 
Google parent Alphabet Inc. 

Uber said Tuesday it dis- 
missed the executive, Anthony 
Levandowski, after he missed 
the company’s deadline to com- 
ply with court orders to pro- 
duce documents related to Al- 
phabet’s lawsuit. Alphabet has 
accused Uber and Mr. Levan- 
dowski of conspiring to steal 
its trade secrets while Mr. Le- 
vandowski helped lead Alpha- 
bet’s driverless-car unit, now 
called Waymo. 

Now Uber is trying to ex- 
tract itself from an increasingly 
awkward, and legally tricky, re- 
lationship with Mr. Levan- 
dowski. Uber has denied accu- 
sations that it used stolen 
technology to advance its self- 
driving car program. But the 
company has struggled to 
prove that because its em- 
ployee at the center of the 
case, Mr. Levandowski, has re- 
peatedly declined to comment 
or turn over any documents. 

As a result, Uber hasn’t de- 
nied that Mr. Levandowski 
stole Alphabet’s files. Instead it 
has argued that if he did, Uber 
didn’t know about the theft and 
Alphabet’s trade secrets didn’t 
make it into Uber’s technology. 

"They were already making 
clear to the court that they 


were not taking a position on 
his guilt or innocence,” said Mi- 
chael Brophy, an attorney with 
Withers Worldwide who has 
tracked the case. "Now this 
gives Uber complete license to 
throw Levandowski under the 
bus.” 

Mr. Levandowski and his 
lawyers didn’t respond to re- 
quests for comment. 

Uber, one of the world’s 
most highly valued startups at 
nearly $70 billion, is mired in a 
series of scandals, including a 
U.S. investigation into its use of 


software to evade regulators 
and a leaked video of Uber 
Chief Executive Travis Kalanick 
berating an Uber driver while a 
passenger in his car. 

The results of an internal in- 
vestigation into its workplace 
culture, prompted by accusa- 
tions that executives ignored 
complaints about sexual ha- 
rassment, are expected next 
week. Separately on Tuesday, 
the head of Uber’s New York 
operations left a week after the 
company admitted it had short- 
changed drivers in the city by 


tens of millions of dollars over 
2% years. 

The scandals could be com- 
plicating Mr. Kalanick’s efforts 
to recruit a No. 2 executive at 
the company. Meanwhile, Mr. 
Kalanick is also dealing with 
personal tragedy after a boat- 
ing accident on Friday killed 
his mother and left his father 
in serious condition. 

According to Uber’s dis- 
missal letter to Mr. Levan- 
dowski, the executive’s termi- 
nation is effective June 15, 
unless he complies with the 
court order before that date. 
An Uber official said the com- 
pany has revoked Mr. Levan- 
| dowski’s access to his email 
§ and security badge. 

§ Uber in April removed Mr. 
^ Levandowski from its driver- 
§i less-car program. Several 
S weeks later, the judge formally 
° barred him from working on 
the program. 

Alphabet has separately 
filed two arbitration claims 
against Mr. Levandowski, which 
accuse him of launching com- 
peting startups while at Google 
and attempting to poach its 
employees. It isn’t clear how 
Mr. Levandowski has re- 
sponded to the arbitration 
claims, which are private. 

A Wall Street Journal inves- 
tigation found Mr. Levandowski 
ran side businesses throughout 
his nine years at Google, in- 
cluding some that sold technol- 
ogy to Google. Google eventu- 
ally bought one of the startups 
for roughly $20 million. 


Mr. Levandowski, who isn’t 
a party in the lawsuit, has in- 
voked his Fifth Amendment 
rights against self-incrimina- 
tion in the case. His attorneys 
initially said Mr. Levandowski 
wouldn’t comment on the case 
because of the potential for 
criminal charges. U.S. District 
Judge William Alsup has since 
recommended that Justice De- 
partment officials investigate 
the accusations against Mr. Le- 
vandowski and Uber. 

Judge Alsup in May encour- 
aged Uber to use all means to 
force Mr. Levandowski to com- 
ply with his order to return the 
files and produce numerous 
other related documents. 

"Uber has no excuse under 
the Fifth Amendment to pull 
any punches as to Levan- 
dowski,” he wrote. 

Mr. Levandowski’s attorneys 
have argued the judge’s order 
violated his constitutional right 
protecting him from self-in- 
crimination. On Tuesday, his 
attorneys cited his firing as 
further evidence the judge 
went too far. 

The judge’s order placed 
"Mr. Levandowski on the horns 
of an unconstitutional di- 
lemma: either he must waive 
his Fifth Amendment rights ... 
or face immediate firing,” they 
wrote in a court filing. 

The Alphabet lawsuit could 
hinder Uber’s ability to pursue 
self-driving technology, which 
Uber has said is crucial to its 
future, and expose it to poten- 
tial civil and criminal damages. 


Android Founder Takes Aim 
At Market for Smartphones 


By Yoree Koh 


Andy Rubin, the father of 
the Android operating soft- 
ware, is jumping into the cut- 
throat smartphone market 
with the Essential Phone, an 
attempt to claw away custom- 
ers from Apple Inc. and Sam- 
sung Electronics Co. 

Mr. Rubin designed the 
$699 phone in titanium, a ma- 
terial that Essential Products 
Inc. says can withstand a con- 
crete landing unscarred. The 
phone has magnetic connec- 
tors to accommodate modular 
accessories, such as a 360-de- 
gree camera. 

In a blog post, Mr. Rubin 
said he wanted to create a 
premium device that won’t de- 
mand an update every 
year and isn’t bogged down by 
unwanted things such as pre- 
installed apps. It will run on 
Android software. 

But analysts aren’t con- 
vinced Essential has what it 
takes to compete in the 
crowded smartphone market. 

"How is our everyday expe- 


rience using this phone going 
to be different?” said Jan 
Dawson, chief analyst at Jack- 
daw Research. "Is it just the 
fact that if we drop it, it won’t 
break?” 

One of the features that the 
company is touting— the click 
on 360-degree camera— is al- 
ready offered by its competi- 
tors in some form and remains 
a niche product. Samsung, 
which launched the trend, is 
now working on the second- 
generation version of the cam- 
era, dubbed Gear 360. 

Mr. Dawson also questioned 
how the phone will be distrib- 
uted. The company hasn’t said 
which carriers will support 
and sell the device. Essential 
said it would be released in 
the U.S. but didn’t specify. 

Apple has a firm grip on 
the high end of the smart- 
phone market that Essential is 
targeting, said Benedict Evans, 
an analyst at venture firm An- 
dreessen Horowitz. "The cus- 
tomer for this 'premium, well- 
designed phone with no 
hassles or crapware’ already 


bought an iPhone," wrote Mr. 
Evans in his newsletter on 
Tuesday. "It’ll sell, but does it 
change the phone market?” 

More budget friendly price 
tags appear to be resonating 
with consumers, according to 
Gartner’s latest report. Hua- 
wei Technologies Co., OPPO 
Electronics Corp. and Vivo 
Communication Technology 
Co. have gained traction on a 
strategy of building desirable 
features at affordable prices. 
The three Chinese manufactur- 
ers grabbed a combined 24% 
share of the market in the first 
quarter. 

The top attribute the Essen- 
tial Phone has going for it now 
might be the allure of Mr. Ru- 
bin, who sold his startup An- 
droid to Google, now a unit of 
Alphabet Inc., in 2005. 

As the co-creator of An- 
droid and the person who 
built Sidekick, the T-Mobile 
US Inc. phone that was a pre- 
cursor to the smartphone, Mr. 
Rubin is his own valuable 
brand. He led Google’s Android 
business for nearly 10 years. 


BUSINESS CONFIDENCE 

European Firms Grow 
Frustrated With China 

A majority of European com- 
panies operating in China saw 
their business improve last year 
despite growing frustration over 
operating impediments in the 
world's second-largest economy, 
according to a survey. 

More than 50% of the 570- 
some respondents in an annual 
survey on business confidence 
released Wednesday by the Eu- 
ropean Union Chamber of Com- 
merce in China reported higher 
sales last year over 2015, partic- 
ularly among companies operat- 
ing in the information technol- 
ogy, auto, machinery, cosmetics, 
retail and environmental sectors. 
Some firms saw their 2016 earn- 
ings, before interest and taxes, 
increase by 70% to 100% in 2016 
over year-earlier levels. 

The relatively upbeat results 
come after several years of sur- 
veys that were decidedly sour, 
and the latest survey suggested 
the conditions were unlikely to 
last. EU companies said their 
better performance was largely 
tied to the short-term monetary 
and fiscal stimulus started by 
Beijing in early 2016 rather than 


BUSINESS WATCH 


much-needed structural reform. 

Chinese officials didn't imme- 
diately respond to requests for 
comment on the survey. 

—Mark Magnier 

MICHAEL KORS HOLDINGS 

Handbag Seller Plans 
To Shut Some Stores 

Michael Kors Holdings Ltd. 
said Wednesday that it would 
close 100 to 125 of its full-priced 
retail stores amid increasing 
pressure from deep discounting 
across the industry. 


The luxury-handbag seller 
said the closures of its full-price 
retail stores would occur over 
the next two years. 

It expects to record a charge 
of $125 million. Kors operated 
around 800 retail locations at 
the end of 2016, though it is un- 
clear how many were full-priced 
stores. 

The London-based company is 
also raising prices to compensate 
for lower foot traffic, with plans 
to increase the average transac- 
tion size by 10% over time. 

—Imani Moise 
and Suzanne Kapner 



Michael Kors will raise prices to compensate for lower foot traffic. 


LESLIE WONG/REX SHUTTERSTOCK/ZUMA PRESS 


For personal non-commercial use only. Do not edit or alter. Reproductions not permitted. 

To reprint or license content, please contact our reprints and licensing department at +1 800-843-0008 orwww.djreprints.com 

THE WALL STREET JOURNAL. 


Thursday, June 1, 2017 | B5 


FINANCE & MARKETS 


EU Makes Rules for Brexit Moves 

As nations compete 
for financial firms 
leaving U.K., securities 
watchdog steps in 

By Julia- Ambra Verlaine 


Chinese 
Fund Near 
Purchase 
Of Logicor 

By Peter Grant 



BRUSSELS— The European 
Union's securities watchdog is 
moving to prevent national 
governments using differences 
in regulations across the bloc 
to lure business forced to relo- 
cate from London because of 
Brexit. 

The Paris-based European 
Securities and Markets Au- 
thority released nonbinding 
guidelines for national regula- 
tors on handling financial 
firms moving from the U.K. to 
stay in the EU's single market. 

The guidelines address a 
growing conflict: competition 
among the remaining 27 EU 
countries to lure banks, asset 
managers and insurers in a bid 
to bolster local economies and 
amplify national prestige. 

"The EU 27 have a shared 
interest in building a common 
approach to dealing with relo- 
cating firms/' said ESMA 
Chairman Steven Maijoor. He 
said firms moving from the 
City of London need to be sub- 
ject to the same standards of 
supervision across the bloc to 
avoid regulatory competition 
among member states. 

ESMA set out nine guide- 
lines for national authorities 
to apply before granting li- 
censes to firms seeking to re- 
locate. It warned that obtain- 
ing authorization takes time 
and urged companies to start 
the process "as early as possi- 
ble." 

One concern among EU reg- 
ulators is that U.K. firms will 
set up shell or "letterbox" en- 


tities on the continent to re- 
tain market access. ESMA said 
so-called delegation arrange- 
ments— in which firms could 
keep substantial business in 
the U.K.— had to be strictly su- 
pervised. 

As such, the watchdog 
called for national supervisors 
to scrutinize the number of 
staff located in branches and 
to reject requests where the 
majority of business would be 
handled outside of the EU. 

ESMA said companies 
should expect to relocate exec- 
utives, and that authorities 
should ensure such senior 


managers "work there to a de- 
gree proportionate to their en- 
visaged role, if not on a full- 
time basis." 

Since March, Valdis Dom- 
brovskis, the EU financial ser- 
vices chief, has expressed con- 
cern over divisions and 
suspicion among the EU 27 as 
they compete to lure business. 

A bidding war among coun- 
tries to host the London-based 
European Banking Authority, 
the bloc's top financial regula- 
tor, is one example of conti- 
nental competition for the 
spoils of Brexit. 

EU officials said they have 


heard criticisms from some EU 
countries that others were of- 
fering lax enforcement of rules 
to make their jurisdictions 
more attractive to banks and 
financial institutions looking 
to stay in the bloc. 

In response, ESMA warned 
national authorities against 
handing out licenses "where 
the activity carried out indi- 
cates clearly that the entity 
has opted for the legal system 
of a member state for the pur- 
pose of evading the stricter 
standards in force in another 
member state." 

While the guidelines are 


nonbinding and not enforce- 
able, ESMA said it would un- 
dertake peer reviews of na- 
tional authorities and initiate 
investigations of possible 
breaches. The watchdog also 
plans to create a forum where 
national authorities share in- 
formation on businesses look- 
ing to move to the bloc. 

The guidelines are in line 
with the stance taken by the 
European Central Bank. ECB 
executive board member Sa- 
bine Lautenschlager said in 
March that the bank's supervi- 
sory arm wouldn't accept 
empty shell companies. 


FINANCE WATCH 



Ireland bailed out Allied Irish Banks during the financial crisis. 


TRADING 

U.S. Banks Report 
Decline in Activity 

Executives at the two biggest 
U.S. banks signaled that second- 
quarter trading is weakening, 
bringing to a halt a string of 
strong quarters that have 
boosted bank results. 

J.P. Morgan Chase & Co. 

Chief Financial Officer Marianne 
Lake said at an industry confer- 
ence that the bank's second- 
quarter trading is so far down 
about 15% compared with a year 
ago. 

Bank of America Corp. Chief 
Executive Brian Moynihan, 
speaking at a separate confer- 
ence, said his bank's second- 
quarter trading revenue will be 
down slightly from a year ago. 

Last year's trading results 
across the industry were un- 
usual. The year started with a 
slow first quarter, then picked 


up steam because of develop- 
ments including the U.K.'s Brexit 
vote and the U.S. election. 

"We're doing decently in a 
reasonably challenging environ- 
ment," Ms. Lake said. "Perfor- 
mance is quite good but there's 
not a lot to trade around right 
now....there haven't been that 
many exciting events and we 
need a few more of them." 

—Emily Glazer 
and Christina Rexrode 

ALLIED IRISH BANKS 

Government Tees Up 
Sale of a Stake 

The Irish government will sell 
a quarter of its stake in Allied 
Irish Banks PLC in what is ex- 
pected to be one of the biggest 
European bank listings of the 
last decade. 

The Irish government owns 
99.9% of AIB after pumping 
nearly €21 billion ($23.4 billion) 


into the lender during the finan- 
cial crisis. 

The sale of the first chunk of 
government shares is expected 
to raise around €3 billion. In a 
statement late Tuesday, the Irish 
finance ministry said AIB would 
be listed on the Irish and London 


exchanges. —Max Colchester 
MALAYSIA 

RHB and AMMB 
Consider a Merger 

Malaysia's RHB Bank Bhd. 


and AMMB Holdings Bhd., the 
country's fourth- and sixth-larg- 
est lenders in terms of assets, 
respectively, are considering a 
merger that will create Malay- 
sia's third-largest banking group, 
say people close to the deal. 

Both banks said Wednesday 
g evening that their shares would 
^ be suspended from trading on 
£ Malaysia's stock exchange 
1 Thursday morning pending the 
§ release of a "material announce- 
> merit. 

| RHB and AMMB are planning 
§ to announce that they have ob- 
i tained the green light to start 
S merger talks from Malaysian 
banking authorities, the people 
said. Officials at RHB and 
AMMB didn't respond to re- 
quests for comments. 

Shares of RHB closed 0.2% 
higher at 5.39 ringgit ($1.26), 
while AMMB ended the day 
2.2% higher at 5.21 

—Yantoultra Ngui 
andP.R. Venkat 


China's sovereign-wealth 
fund is in advanced talks to 
purchase a European ware- 
house company from Black- 
stone Group LP in a €12 bil- 
lion ($13.4 billion) deal that 
would underscore the strength 
of the industrial real-estate 
sector. 

China Investment Corp. 

could complete the deal to buy 
Logicor from the private-eq- 
uity giant within days, accord- 
ing to people familiar with the 
matter. 

Nothing has been signed 
and the deal could still fall 
apart, the people said. 

Blackstone has been ac- 
tively marketing Logicor this 
year while gearing up to sell 
the company in an initial pub- 
lic offering if it couldn't get its 
price in a private deal. Other 
private bidders for Logicor in- 
cluded three Singapore insti- 
tutions: Mapletree Invest- 
ments, Temasek Holdings 
Pte. Ltd. and GIC, Singapore's 
sovereign-wealth fund, accord- 
ing to a person familiar with 
the matter. 

The advanced talks with 
China Investment Corp., or 
CIC, were reported earlier by 
Estates Gazette, a real-estate 
trade publication. 

Warehouses and distribu- 
tion centers have become one 
of the hottest classes of com- 
mercial property recently, 
thanks partly to the growth of 
online retail. Demand for in- 
dustrial space has grown 
among a wide range of compa- 
nies eager to be able to in- 
crease the speed of deliveries 
to consumers. 

Blackstone made several 
early bets on the sector that 
have paid off. The firm began 
building a U.S. logistics prop- 
erty company named IndCor 
Properties in 2010. Four years 
later, Blackstone sold it to GIC 
for $8.1 billion. 

In Europe, Blackstone be- 
gan accumulating warehouses 
and distribution centers under 
the Logicor name in 2012. 
That company grew to operate 
more than 630 properties. 

CIC, which was formed in 
2007 as a way for China to di- 
versify its foreign-exchange 
holdings, has been steadily in- 
creasing its appetite for for- 
eign real estate and other 
businesses. 

The fund has more than 
$200 billion in foreign assets 
and, in the past, has relied 
heavily on outside asset man- 
agers, including Blackstone, to 
make many of its foreign in- 
vestments. 

—Lingling Wei 
contributed to this article. 


Mall Landlord Accedes 
To Shareholder Pressure 



Taubman Centers agreed to hold annual elections for directors. 


By Esther Fung 


Luxury mall landlord Taub- 
man Centers Inc. said it has 
agreed to hold annual elec- 
tions for directors, shortly be- 
fore an annual meeting in 
which it faces a proxy fight 
from an activist investor. 

The move came after influ- 
ential proxy-advisory firms In- 
stitutional Shareholder Ser- 
vices Inc. and Glass Lewis & 
Co. last week expressed con- 
cerns about Taubman's corpo- 
rate governance record. The 
firms also endorsed the two 
nominees for Taubman's board 
proposed by the activist hedge 
fund Land & Buildings Invest- 
ment Management LLC. 

"Our shareholders have 
made a convincing case to us 
that the board can and should 
move faster in enhancing 
Taubman's corporate gover- 
nance by pursuing accelerated 
board refreshment and moving 
forward with transitioning to 
annual elections for directors," 
said Taubman Centers' lead di- 
rector Myron E. Ullman III in a 
Tuesday news release. He 
added that these moves will 
be taken before the 2018 an- 
nual meeting. 

Land & Buildings, which 
owns 1.2% of Taubman, has 
proposed replacing Taubman 
Chief Executive Robert Taub- 
man and Mr. Ullman with Jon- 
athan Litt, founder and chief 


investment officer of Land & 
Buildings, and Charles Elson, a 
corporate governance expert 
from the University of Dela- 
ware. 

Voting results will be an- 
nounced at the annual meeting 
on Thursday. 

Taubman Centers' latest an- 
nouncement "to de-stagger the 
board two days before the an- 
nual meeting and 10 years af- 
ter more than 85% of common 
shareholders voted for this 
measure is too little too late 
and fails to address deeply 
embedded issues with Taub- 
man's governance structure," 
said Mr. Litt. 

The proxy advisory firms 
highlighted that Taubman 
hadn't implemented share- 


holders' proposals in 2007 and 
2008 to de-stagger the board. 
Glass Lewis said the board had 
acted in a manner that was 
contrary to the interests of 
common shareholders, includ- 
ing implementing a dual- class 
voting structure through the 
issuance of preferred stock 
that misaligned economic in- 
terests and voting power, to 
the benefit of the Taubman 
family. 

Taubman Centers said ear- 
lier it believes the advisory 
firms have erred by basing 
their recommendations on fac- 
tors such as how it rejected a 
hostile takeover attempt 15 
years ago, rather than on the 
firm's track record of perfor- 
mance. 
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China A-Share Fund CIs A AUDH 0T 

OTHKG 

05/26 AUD 

13.03 

10.5 

22.6 

-8.3 

China A-Share Fund CIs A AUD UnH 0T 

OTHKG 

05/26 AUD 

12.21 

11.7 

17.1 

-8.3 

China A-Share Fund CIs A CAD H 0T 

OTHKG 

05/26 CAD 

12.04 

10.3 

21.2 

-9.3 

China A-Share Fund CIs A EUR H 0T 

OTHKG 

05/26 EUR 

12.61 

9.7 

19.9 

-9.3 

China A-Share Fund CIs A EUR UnH 0T 

OTHKG 

05/26 EUR 

12.33 

6.9 

19.5 

NS 

China A-Share Fund CIs A GBP H 0T 

OTHKG 

05/26 GBP 

12.61 

9.5 

23.9 

-8.3 

China A-Share Fund CIs A GBP UnH 0T 

OTHKG 

05/26 GBP 

14.54 

8.5 

36.9 

-2.2 

China A-Share Fund CIs A HKD H 0T 

OTHKG 

05/26 HKD 

12.84 

10.0 

21.5 

-8.9 

China A-Share Fund CIs A HKD UnH 0T 

OTHKG 

05/26 HKD 

12.85 

15.2 

19.8 

-9.5 

China A-Share Fund CIs A NZDH 0T 

OTHKG 

05/26 NZD 

12.83 

10.6 

23.0 

-7.8 

China A-Share Fund CIs A NZD UnH 0T 

OTHKG 

05/26 NZD 

11.34 

13.9 

15.6 

-8.3 

China A-Share Fund CIs A RMB (CNH) 0T 

OTHKG 

05/26 CNH 

14.04 

12.0 

25.1 

-6.2 

China A-Share Fund CIs A USD 0T 

OTHKG 

05/26 USD 

12.77 

14.7 

20.7 

-9.6 

China A-Share Fund CIs A USD H 0T 

OTHKG 

05/26 USD 

12.79 

10.1 

21.6 

-9.0 

China Greenchip-A Units AS 

EQ CYM 

05/29 HKD 

61.48 

20.9 

29.8 

-7.1 

China Greenchip-A Units AUDH AS 

EQ CYM 

05/29 AUD 

10.42 

21.3 

30.7 

-7.4 

China Greenchip-A Units CAD H AS 

EQ CYM 

05/29 CAD 

10.11 

20.9 

29.4 

-8.3 

China Greenchip-A Units NZD H AS 

EQ CYM 

05/29 NZD 

10.67 

21.0 

31.1 

-6.9 

China Greenchip-A Units USD AS 

EQ CYM 

05/29 USD 

10.14 

20.4 

29.5 

-8.0 

China Greenchip-A2 QDIs Units AS 

EQ CYM 

05/29 HKD 

11.13 

20.6 

29.6 

-7.3 

GC Hi Yield Inc - CIs A MDIs GBP H 0T 

0T CYM 

05/29 GBP 

9.76 

5.5 

15.8 

9.3 

GC Hi Yield Inc-CIs A MDIs AUD H 0T 

0T CYM 

05/29 AUD 

9.33 

6.2 

17.8 

11.1 

GC Hi Yield Inc-CIs A MDIs CAD H 0T 

0T CYM 

05/29 CAD 

9.40 

5.8 

16.6 

9.7 

GC Hi Yield Inc-CIs A MDIs NZDH 0T 

0T CYM 

05/29 NZD 

9.69 

6.6 

18.7 

12.0 

GC Hi Yield Inc-CIs P HKD Accsh 0T 

0T CYM 

05/29 HKD 

15.02 

6.5 

17.4 

10.3 

GC Hi Yield Inc-CIs P HKD MDIs sh 0T 

OT CYM 

05/29 HKD 

9.34 

6.5 

17.4 

10.3 

GC Hi Yield Inc-CIs P MDIs SGDH 0T 

0T CYM 

05/29 SGD 

10.22 

5.8 

16.6 

10.3 

GC Hi Yield Inc-CIs P USD Accsh 0T 

0T CYM 

05/29 USD 

15.07 

6.1 

17.0 

10.0 

GC Hi Yield Inc-CIs P USD MDIs sh 0T 

0T CYM 

05/29 USD 

9.35 

6.0 

16.9 

9.9 

GC Hi Yield Inc-CIsA MDIs EUR H 0T 

0T CYM 

05/29 EUR 

10.19 

5.2 

14.8 

8.6 

Hi-Div Stk CIs A RMB H Acc 0T 

OTHKG 

05/29 CNH 

11.77 

17.7 

27.0 

1.2 

Hi-Div Stk CIs A RMB UnH Acc 0T 

OTHKG 

05/29 CNH 

13.89 

13.4 

27.9 

3.2 

Hi-Div Stk CIs A1 0T 

OTHKG 

05/29 USD 

83.30 

16.1 

24.3 

-1.0 

Hi-Div Stk CIs A2 AUD H MDIs 0T 

OTHKG 

05/29 AUD 

9.93 

16.2 

24.5 

-0.9 

Hi-Div Stk CIs A2 CAD H MDIs 0T 

OTHKG 

05/29 CAD 

10.04 

15.9 

23.2 

-2.1 

Hi-Div Stk CIs A2 GBP H MDIs 0T 

OTHKG 

05/29 GBP 

9.52 

17.2 

23.6 

-2.2 

Hi-DivStk CIs A2HKD MDIs 0T 

OTHKG 

05/29 HKD 

10.37 

16.7 

24.7 

-0.9 

Hi-Div Stk CIs A2 MDIs 0T 

OTHKG 

05/29 USD 

11.29 

15.8 

23.9 

-1.2 

Hi-Div Stk CIs A2 NZDH MDIs 0T 

OTHKG 

05/29 NZD 

10.16 

16.3 

25.1 

0.0 

Hi-Div Stk CIs A2 RMB H MDIs 0T 

OTHKG 

05/29 CNH 

9.91 

18.6 

27.8 

1.2 

Hi-Div StkCls A2 RMB UnH MDIs 0T 

OTHKG 

05/29 CNH 

10.21 

13.7 

29.1 

3.5 

Hi-Div Stk CIs A2 SGD H MDIs 0T 

OTHKG 

05/29 SGD 

10.90 

NS 

NS 

NS 

Intel-China Converg Fund-A AUD H AS 

EQ CYM 

05/29 AUD 

10.39 

18.1 

26.7 

NS 

Intel-China Converg Fund-A CAD H AS 

EQ CYM 

05/29 CAD 

11.28 

10.9 

20.1 

NS 

Intel-China Converg Fund-A NZD H AS 

EQ CYM 

05/29 NZD 

11.62 

13.3 

20.4 

NS 

Intel-China Converg Fund-A Units AS 

EQ CYM 

05/29 USD 

154.77 

16.0 

25.7 

-11.4 

Intel-Chinese Mainland Foe Fund AS 

EQ CYM 

05/29 USD 

44.43 

19.9 

31.0 

-9.2 

VP Classic-A Units AS 

EQHKG 

05/29 USD 

309.70 

21.7 

34.4 

-2.8 
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VP Classic-B Units 
VP Classic-C Units 
VP Classic-C Units AUDH 
VP Classic-C Units CAD H 
VP Classic-C Units HKD H 
VP Classic-C Units NZDH 
VP Classic-C Units RMB 
VP Classic-C Units RMBH 
VP Multi-Asset Fund CIs A HKD 
VP Multi-Asset Fund CIs A USD 
VP Taiwan Fund 


AS EQHKG 05/29 USD 
AS EQHKG 05/29 USD 
AS EQHKG 05/29 AUD 
AS EQHKG 05/29 CAD 
AS EQHKG 05/29 HKD 
AS EQHKG 05/29 NZD 
AS EQHKG 05/29 CNH 
AS EQHKG 05/29 CNH 
0T 0THKG 05/29 HKD 
0T 0THKG 05/29 USD 
AS EQCYM 05/26 USD 


139.10 

21.4 

33.7 

-3.3 

17.54 

21.4 

33.7 

-3.6 

14.48 

21.3 

34.8 

-3.2 

13.99 

20.8 

33.9 

-4.4 

11.90 

20.8 

32.5 

NS 

14.46 

19.9 

32.8 

-3.1 

11.74 

12.7 

31.5 

NS 

11.84 

23.2 

36.6 

NS 

10.33 

7.4 

NS 

NS 

10.44 

6.9 

10.1 

NS 

19.28 

15.1 

28.7 

8.4 


For information about listing your funds, 
please contact: Freda Fung tel: +852 2831 
2504; email: freda.fung@wsj.com 
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MARKETS DIGEST 


Nikkei 225 Index 

19650.57 T27.28, or 0.14% 

High, low, open and close for each 
trading day of the past three months. 


Year-to-date ^ 2.81% 

52-wk high/low 19961.55 14952.02 
All-time high 38915.87 12/29/89 


STOXX 600 Index 

389.99 T0.51, or 0.13% 

High, low, open and close for each 
trading day of the past three months. 


Year-to-date ^ 7.90% 

52-wk high/low 396.45 308.75 
All-time high 414.06 4/15/15 


S&P 500 Index 

2409.43 T3.48, or 0.14% 

High, low, open and close for each 
trading day of the past three months. 


Data as of 12 p.m. New York time 

Last Year ago 

Trailing P/E ratio 23.94 24.04 

P/E estimate * 19.15 17.75 

Dividend yield 1.95 2.19 

All-time high: 2415.82, 05/26/17 
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Session low 

Bars measure the point change from session's open 
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Weekly P/E data based on as-reported earnings from Birinyi Associates Inc. 
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International Stock Indexes Data as of 12 p.m. New York time 


Region/Country 

Index 

Close 

— Latest - 
NetChg 

%chg 

Low 

- 52-Week Range - 
Close 

High 

YTD 

%chg 

World 

The Global Dow 

2756.55 

-4.30 

- 0.161 

2193.75 

• 

2773.08 

9.0 


MSCI EAFE 

1888.33 

5.01 

10.27 

1471.88 

• 

1956.39 

10.0 


MSCI EM USD 

1005.78 

-5.99 

- 0.591 

691.21 

• 

1044.05 

26.6 

Americas 

DJ Americas 

577.63 

-1.17 

- 0.2021 

480.90 

• 

580.46 

6.9 

Brazil 

Sao Paulo Bovespa 

62954.91 

-1007.36 

- 1.571 

48066.67 

• 

69487.58 

4.5 

Canada 

S&P/TSX Comp 

15287.81 

-84.54 

- 0.551 

13609.58 

• 

15943.09 0.001 

Mexico 

IPC All-Share 

49039.14 

-238.81 

- 0.481 

43902.25 

• 

50154.33 

7.4 

Chile 

Santiago IPSA 

3684.49 

-41.03 

- 1.101 

2998.64 

• 

3786.05 

14.3 

U.S. 

DJIA 

21011.11 

-18.36 

- 0.091 

17063.08 

• 

21169.11 

6.3 


Nasdaq Composite 

6192.22 

-10.97 

- 0.181 

4574.25 

• 

6221.99 

15.0 


S&P 500 

2409.43 

-3.48 

- 0.141 

1991.68 

• 

2418.71 

7.6 


CBOE Volatility 

10.83 

0.45 

^■ 4.34 

9.56 

• 

26.72 ■ 

-22.9 

EMEA 

Stoxx Europe 600 

389.99 

-0.51 

- 0.131 

308.75 

• 

396.45 

7.9 


Stoxx Europe 50 

3219.26 

-1.31 

- 0.041 

2626.52 

• 

3279.71 

6.9 

France 

CAC40 

5283.63 

-22.31 

- 0.421 

3955.98 

• 

5442.10 

8.7 

Germany 

DAX 

12615.06 

16.38 

10.13 

9214.10 

• 

12841.66 

9.9 

Israel 

Tel Aviv 

1419.36 


Closed 

1372.23 

• 

1490.23 

-3.5 

Italy 

FTSEMIB 

20731.68 

-82.80 

- 0.401 

15017.42 

• 

21828.77 

7.8 

Netherlands 

AEX 

524.07 

-1.64 

- 0.311 

409.23 

• 

537.84 

8.5 

Russia 

RTS Index 

1053.30 

-21.51 

- 2.00 ■ 

874.88 

• 

1196.99 

-8.6 

Spain 

IBEX 35 

10880.00 

3.10 

10.03 

7579.80 

• 

11184.40 

16.3 

Switzerland 

Swiss Market 

9016.64 

9.10 

10.10 

7475.54 

• 

9136.95 

9.7 

South Africa 

Johannesburg All Share 

53562.57 

-595.47 

- 1.101 

48935.90 

• 

54716.53 

5.7 

Turkey 

BIST 100 

97541.58 

193.95 

10.20 

70426.16 

• 

98794.90 

24.8 

U.K. 

FTSEIOO 

7519.95 

-6.56 

- 0.091 

5788.74 

• 

7586.45 

5.3 

Asia-Pacific 

DJ Asia-Pacific TSM 

1604.51 

-1.13 

- 0.071 

1308.52 

• 

1608.94 

12.8 

Australia 

S&P/ASX 200 

5724.60 

6.70 

10.12 

5103.30 

• 

5956.50 

1.0 

China 

Shanghai Composite 

3117.18 

7.12 

10.23 

2833.07 

• 

3288.97 

0.4 

Hong Kong 

Hang Seng 

25660.65 

-40.98 

- 0.161 

20038.42 

• 

25701.63 

16.6 

India 

S&P BSE Sensex 

31145.80 

-13.60 

- 0 . 04 | 

25765.14 

• 

31159.40 

17.0 

Indonesia 

Jakarta Composite 

5738.16 

44.76 

10.79 

4807.23 

• 

5791.88 

8.3 

Japan 

Nikkei Stock Avg 

19650.57 

-27.28 

- 0.141 

14952.02 

• 

19961.55 

2.8 

Malaysia 

Kuala Lumpur Composite 

1765.87 

0.53 

10.03 

1614.90 

• 

1778.65 

7.6 

New Zealand 

S&P/NZX 50 

7418.90 

6.95 

10.09 

6664.21 

• 

7571.11 

7.8 

Pakistan 

KSE 100 

50591.57 

-861.59 

- 1.671 

36496.16 

• 

52876.46 

5.8 

Philippines 

PSEi 

7837.12 

-23.65 

- 0.301 

6563.67 

• 

8102.30 

14.6 

Singapore 

Straits Times 

3210.82 

6.03 

10.19 

2729.85 

• 

3271.11 

11.5 

South Korea 

Kospi 

2347.38 

3.70 

10.16 

1925.24 

• 

2355.30 

15.8 

Taiwan 

Weighted 

10040.72 

-61.23 

- 0.611 

8458.87 

• 

10108.49 

8.5 

Thailand 

SET 

1561.66 

-6.91 

- 0.441 

1406.18 

• 

1591.00 

1.2 


Source: SIX Financial Information; WSJ Market Data Group 

Currencies 

Yen, euro vs. dollar; dollar vs. major U.S. trading partners 
20 % 



2016 

US$ vs, 

Wed YTDchg 

Country/currency inUS$ perUS$ (%) 

Americas 
Argentina peso-a 
Brazil real 
Canada dollar 
Chile peso 
Colombia peso 
Ecuador US dollar-f 
Mexico peso-a 
Peru sol 

Uruguay peso-e 
Venezuela bolivar 

Asia-Pacific 
Australia dollar 0.7439 1.3443 -3.2 

China yuan 0.1467 6.8174 -1.8 


2017 


US$ vs, 

Wed YTDchg 


Country/currency 

inUS$ 

perUS$ 

(%) 

Hong Kong dollar 

0.1283 

7.7935 

0.5 

India rupee 

0.0155 

64.4967 

-5.1 

Indonesia rupiah 

0.0000752 

13306 

-1.6 

Japan yen 

0.009030 

110.74 

-5.4 

Kazakhstan tenge 

0.003198 

312.73 

-6.3 

Macau pataca 

0.1247 

8.0208 

1.3 

Malaysia ringgit-c 

0.2331 

4.2908 

-4.4 

New Zealand dollar 

0.7100 

1.4085 

-2.5 

Pakistan rupee 

0.0095 

104.825 

0.4 

Philippines peso 

0.0201 

49.794 

0.4 

Singapore dollar 

0.7228 

1.3835 

-4.4 

South Korea won 

0.0008930 

1119.85 

-7.3 

Sri Lanka rupee 

0.0065449 

152.79 

2.9 

Taiwan dollar 

0.03317 

30.145 

-7.1 

Thailand baht 

0.02937 

34.050 

-4.9 


London close on May 31 

US$ vs, 


Country/currency 

Wed 

inUS$ perUS$ 

YTDchg 

(%) 

Europe 



Bulgaria lev 

0.5744 1.7409 

-6.3 

Croatia kuna 

0.1514 6.603 

-7.9 

Euro zone euro 

1.1234 0.8902 

-6.4 

Czech Rep. koruna- 

-b 0.0426 23.457 

-8.7 

Denmark krone 

0.1510 6.6228 

-6.3 

Hungary forint 

0.003642 274.57 

-6.7 

Iceland krona 

0.010098 99.03 

-12.3 

Norway krone 

0.1186 8.4329 

-2.4 

Poland zloty 

0.2685 3.7245 

-11.0 

Russia ruble-d 

0.01762 56.765 

-7.3 

Sweden krona 

0.1152 8.6818 

-4.7 

Switzerland franc 

1.0325 0.9685 

-4.9 

Turkey lira 

0.2833 3.5303 

0.2 

Ukraine hryvnia 

0.0380 26.3125 

-2.8 

U.K. pound 

1.2895 0.7755 

-4.3 

Middle East/Africa 


Bahrain dinar 

2.6518 0.3771 -0.02 

Egypt pound-a 

0.0552 18.1030 

-0.2 

Israel shekel 

0.2823 3.5427 

-7.9 

Kuwait dinar 

3.2933 0.3036 

-0.6 

Oman sul rial 

2.5976 0.3850 

0.00 

Qatar rial 

0.2746 3.641 

0.03 

Saudi Arabia riyal 

0.2666 3.7505 -0.01 

South Africa rand 

0.0759 13.1735 

-3.8 


Close Net Chg %Chg YTD % Chg 

WSJ Dollar Index 

88.52 -0.19 -0.22 

-4.75 


Sources: T ullett Prebon, WSJ Market Data Group 


0.0619 16.1448 1.7 
0.3081 3.2460 -0.3 
0.7408 1.3500 0.4 
0.001489 671.70 0.3 
0.0003427 2918.17 -2.8 
1 1 unch 

0.0536 18.6736 -9.9 
0.3057 3.2708 -2.4 
0.0354 28.240 -3.8 
0.098981 10.10 1.1 


Global government bonds 

Latest, month-ago and year-ago yields and spreads over or under U.S. T reasurys on benchmark two-year 
and 10-year government bonds around the world. Data as of 12 p.m. ET 


Coupon 

Country/ 
Maturity, in years 

Yield 

Latest 

Spread OverTreasurys, in basis points 
Previous Month Ago 

Year ago 

Previous 

Yield 

Month ago 

Year ago 

5.250 

Australia 2 

1.564 

26.6 

28.8 

40.0 

80.1 

1.574 

1.666 

1.680 

4.750 

10 

2.397 

18.9 

19.3 

30.7 

46.9 

2.402 

2.589 

2.317 

3.000 

Belgium 2 

-0.578 

-187.6 

-185.5 

-182.2 

-139.9 

-0.569 

-0.556 

-0.520 

0.800 

10 

0.649 

-155.9 

-155.7 

-149.9 

-148.2 

0.652 

0.782 

0.366 

0.000 

France 2 

-0.508 

-180.5 

-177.3 

-172.2 

-130.2 

-0.488 

-0.457 

-0.423 

1.000 

10 

0.728 

-148.0 

-147.9 

-144.1 

-136.1 

0.730 

0.841 

0.487 

0.000 

Germany 2 

-0.737 

-203.5 

-201.9 

-199.3 

-138.6 

-0.733 

-0.727 

-0.507 

0.250 

10 

0.305 

-190.3 

-191.6 

-195.9 

-170.6 

0.293 

0.323 

0.142 

0.300 

Italy 2 

-0.181 

-147.8 

-144.6 

-134.8 

-95.4 

-0.160 

-0.082 

-0.075 

2.200 

10 

2.188 

-2.0 

-3.4 

0.1 

-48.4 

2.175 

2.282 

1.364 

0.100 

Japan 2 

-0.159 

-145.7 

-145.2 

-147.9 

-111.8 

-0.166 

-0.213 

-0.239 

0.100 

10 

0.045 

-216.3 

-216.9 

-226.7 

-196.5 

0.040 

0.014 

-0.117 

4.000 

Netherlands 2 

-0.659 

-195.7 

-193.4 

-192.5 

-142.0 

-0.648 

-0.659 

-0.541 

0.750 

10 

0.512 

-169.6 

-169.5 

-173.2 

-161.8 

0.514 

0.549 

0.230 

4.750 

Portugal 2 

0.225 

-107.3 

-106.8 

-90.3 

-66.7 

0.218 

0.363 

0.212 

4.125 

10 

3.035 

82.7 

88.7 

124.6 

120.5 

3.096 

3.528 

3.053 

2.750 

Spain 2 

-0.295 

-159.3 

-159.2 

-151.0 

-98.3 

-0.306 

-0.244 

-0.104 

1.500 

10 

1.520 

-68.8 

-68.5 

-64.6 

-36.6 

1.524 

1.635 

1.482 

4.250 

Sweden 2 

-0.715 

-201.3 

-199.7 

-194.1 

-130.7 

-0.711 

-0.675 

-0.428 

1.000 

10 

0.465 

-174.3 

-171.1 

-171.4 

-108.1 

0.498 

0.567 

0.767 

1.750 

U.K. 2 

0.123 

-117.5 

-119.9 

-119.2 

-44.9 

0.087 

0.074 

0.430 

4.250 

10 

1.044 

-116.4 

-121.1 

-119.3 

-42.0 

0.998 

1.088 

1.428 

1.250 

U.S. 2 

1.298 





1.286 

1.266 

0.879 

2.375 

10 

2.208 





2.209 

2.281 

1.848 


Commodities Prices of futures contracts with the most open interest 12 p.m. New York time 

EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.; MDEX: Bursa Malaysia 
Derivatives Berhad; TCE: Tokyo Commodity Exchange; COMEX: Commodity Exchange; LME: London Metal Exchange; 

NYMEX: New York Mercantile Exchange; ICE-EU: ICE Futures Europe. 'Data as of 5/30/2017 


Commodity 

Exchange 

Last price 

Net 

■ One-Day Change 

Percentage 

Year 

high 

Year 

low 

Corn (cents/bu.) 

CBOT 

375.50 

8.50 

1 1 2.32 0 /o 

393.75 

360.75 

Soybeans (cents/bu.) CBOT 

916.75 

4.00 

U 0.44 

1,092.50 

909.50 

Wheat (cents/bu.) 

CBOT 

432.50 

3.00 

n o.7o 

488.75 

416.00 

Live cattle (cents/lb.) 

CME 

121.150 

1.300 

U 1.08 

127.500 

99.400 

Cocoa ($/ton) 

ICE-US 

2,047 

10 

ll 0.49 

2,270 

1,756 

Coffee (cents/lb.) 

ICE-US 

129.80 

-2.30 

-1.74% m 

161.55 

127.15 

Sugar (cents/lb.) 

ICE-US 

15.00 

-0.02 

-0.13 | 

20.81 

14.73 

Cotton (cents/lb.) 

ICE-US 

72.49 

-0.26 

-0.36 1 

75.72 

69.81 

Robusta coffee ($/ton) ICE-EU 

2000.00 

-10.00 

-0.50 | 

2,283.00 

1,871.00 

Copper ($/lb.) 

COMEX 

2.5765 

0.0125 

||0.49 

2.8400 

2.4725 

Gold ($/troy oz.) 

COMEX 

1269.60 

3.90 

|| 0.31 

1,300.30 

1,155.00 

Silver ($/troyoz.) 

COMEX 

17.340 

-0.087 

-0.50 1 

18.725 

16.060 

Aluminum ($/mt)* 

LME 

1,943.50 

-10.00 

-0.51 1 

1,972.00 

1,688.50 

Tin ($/mt)* 

LME 

20,425.00 

70.00 

10.34 

21,225.00 

18,760.00 

Copper ($/mt)* 

LME 

5,630.00 

-59.00 

-1.04 

6,156.00 

5,491.00 

Lead ($/mt)* 

LME 

2,119.00 

21.00 

| 11.00 

2,445.00 

2,022.00 

Zinc ($/mt)* 

LME 

2,639.00 

9.00 

|l 0.34 

2,958.50 

2,470.00 

Nickel ($/mt)* 

LME 

9,070.00 

25.00 

|0.28 

11,095.00 

8,980.00 

Rubber (Y.Ol/ton) 

TCE 

202.50 

-5.20 

-2.50 H 

n.a. 

n.a. 

Palm oil (MYR/mt) 

MDEX 

2,497.00 

-7.00 

-0.28 i 

2,790.00 

2,421.00 

Crude oil ($/bbl.) 

NYMEX 

48.07 

-1.59 

-3.20 

58.15 

44.13 

W » NY Harbor ULSD($/gal.) NYMEX 

1.5107 

-0.0428 

-2.76 ■ m 

1.7901 

1.3846 

RBOB gasoline ($/gal.) NYMEX 

1.5801 

-0.0442 

-2.72 

1.8859 

1.4543 

Natural gas ($/mmBtu) NYMEX 

3.084 

-0.061 

-1.94 M 

3.5770 

2.8880 

Brent crude ($/bbl.) 

ICE-EU 

50.55 

-1.69 

-3.24 

60.21 

46.98 

Gas oil ($/ton) 

ICE-EU 

446.75 

-10.50 

-2.30 M 

529.00 

415.75 


Sources: SIX Financial Information; WSJ Market Data Group 

Cross rates London close on May 31 



USD 

GBP 

CHF 

JPY 

HKD 

EUR 

CDN 

AUD 

Australia 

1.3443 

1.7336 

1.3881 

0.0121 

0.1725 

15100 

0.9958 


Canada 

13500 

1.7408 

1.3937 

0.0122 

0.1732 

1.5164 


10042 

Euro 

0.8902 

1.1480 

0.9192 

0.0080 

0.1142 


0.6595 

0.6623 

Hong Kong 

7.7935 

10.0487 

8.0468 

0.0704 


8.7539 

5.7731 

5.7975 

Japan 

110.7390 

142.8100 

114.3500 


14.2100 

124.4000 

82.0400 

82.3800 

Switzerland 

0.9685 

12490 


0.0087 

0.1243 

10880 

0.7175 

0.7205 

U.K. 

0.7755 


0.8006 

0.0070 

0.0995 

0.8712 

0.5745 

0.5769 

U.S. 


12895 

10325 

0.0090 

0.1283 

11234 

0.7408 

0.7439 


Source: Tullett Prebon 


Key Rates 



Latest 

52wksago 

Libor 

One month 

1.06033% 

0.46955% 

Three month 

1.21000 

0.68130 

Six month 

1.41878 

0.98540 

One year 

1.72372 

1.32840 

Euro Libor 

One month 

-0.40214% 

-0.35500% 

Three month 

-0.37000 

-0.28114 

Six month 

-0.28571 

-0.16014 

One year 

-0.16814 

-0.03043 

Euribor 

One month 

-0.37400% 

-0.34900% 

Three month 

-0.32900 

-0.26100 

Six month 

-0.25400 

-0.15300 

One year 

-0.13100 

-0.01800 

Yen Libor 

One month 

-0.03243% 

-0.06343% 

Three month 

-0.01579 

-0.03029 

Six month 

0.02300 

-0.00829 

One year 

0.12543 

0.08857 


Offer 

Bid 

Eurodollars 

One month 

1.1000% 

1.0000% 

Three month 

1.2000 

1.1000 

Six month 

1.3500 

1.2500 

One year 

1.6000 

1.5000 


Latest 

52wksago 

Prime rates 

U.S. 

4.00% 

3.50% 

Canada 

2.70 

2.70 

Japan 

1.475 

1.475 

Hong Kong 

5.00 

5.00 

Policy rates 

ECB 

0.00% 

0.00% 

Britain 

0.25 

0.50 

Switzerland 

0.50 

0.50 

Australia 

1.50 

1.75 

U.S. discount 

1.50 

1.00 

Fed-funds target 

0.75-1.00 

0.25-0.50 

Call money 

2.75 

2.25 

Overnight repurchase rates 


U.S. 

0.89% 

0.47% 

Eurozone 

n.a. 

n.a. 


Sources: WSJ Market Data Group, SIX 
Financial Information, Tullett 


Top Stock Listings 

% YTD% 

Cur Stock Sym Last Chg Chg 


Asia Titans 


HK$ 

AlAGroup 

1299 

55.25 

0.91 

26.29 

¥ 

AstellasPharma 

4503 

1398.50 

-0.36 

-13.86 

AU$ 

AustNZBk 

ANZ 

28.01 

0.39 

-7.92 

AU$ 

BHP 

BHP 

23.90 

-0.42 

-4.63 

HK$ 

BankofChina 

3988 

3.90 


13.37 

HK$ 

CKHutchison 

0001 

101.60 

-0.20 

15.59 

HK$ 

CNOOC 

0883 

8.90 

-1.33 

-8.25 

AU$ 

CSL 

CSL 

129.29 

-1.79 

28.76 

¥ 

Canon 

7751 

3780.00 

-0.40 

14.72 

¥ 

CentralJapanRwy 

9022 

18135 

-0.30 

-5.69 

HK$ 

ChinaConstructnBk 

0939 

6.44 

-0.77 

7.87 

HK$ 

ChinaLifelnsurance 

2628 

25.60 


26.73 

HK$ 

ChinaMobile 

0941 

86.45 

0.29 

5.17 

HK$ 

ChinaPetro&Chem 

0386 

6.39 

0.31 

16.18 

AU$ 

CmwithBkAust 

CBA 

79.65 

0.26 

-3.35 

¥ 

EastJapanRailway 

9020 

10615 

-0.79 

5.10 

¥ 

Fanuc 

6954 

21770 

-0.05 

9.87 

¥ 

Hitachi 

6501 

668.70 

-0.22 

5.81 

TW$ 

Hon Hai Precisn 

2317 

103.00 

-1.44 

22.33 

¥ 

HondaMotor 

7267 

3117.00 

1.43 

-8.73 

KRW 

HyundaiMtr 

005380 

163000 

-0.61 

11.64 

HK$ 

Ind&Comml 

1398 

5.21 

0.19 

12.04 

¥ 

JapanTobacco 

2914 

4161.00 

-0.88 

8.25 

¥ 

KDDI 

9433 

3066.00 

0.13 

3.60 

¥ 

Mitsubishi 

8058 

2218.00 

-0.67 

-10.92 

¥ 

MitsubishiElectric 

6503 

1527.00 

-1.39 

-6.29 

¥ 

MitsubishiUFJFin 

8306 

690.90 

-0.80 

-4.07 

¥ 

Mitsui 

8031 

1495.50 

0.13 

-6.94 

¥ 

Mizuho Fin 

8411 

192.80 

-1.23 

-8.10 

¥ 

NTTDoCoMo 

9437 

2717.00 

-0.46 

2.03 

AU$ 

NatAustBnk 

NAB 

30.12 

1.31 

-1.79 

¥ 

NipponTeleg 

9432 

5308.00 

1.09 

8.06 

¥ 

NissanMotor 

7201 

1061.50 

-1.21 

-9.70 

¥ 

Panasonic 

6752 

1420.50 

1.83 

19.42 

HK$ 

PingAnlnsofChina 

2318 

49.95 

-0.79 

28.74 

$ 

ReliancelndsGDR 

RIGD 

41.25 

-0.60 

30.74 

KRW 

SamsungElectronics 

005930 

2235000 

0.13 

24.03 

¥ 

Seven&l Hldgs 

3382 

4708.00 

-0.72 

5.73 

¥ 

SoftBankGroup 

9984 

9003.00 

0.26 

15.94 

¥ 

Sony 

6758 

4034.00 

0.07 

23.18 

¥ 

Sumitomo Mitsui 

8316 

3974.00 

-1.83 

-10.90 

HK$ 

SunHngKaiPrp 

0016 

115.30 

0.09 

17.65 

TW$ 

TaiwanSemiMfg 

2330 

203.00 

-1.93 

11.85 






% 

YTD% 

Cur Stock 

Sym 

Last 

Chg 

Chg 

¥ 

TakedaPharm 

4502 

5707.00 

-0.82 

18.04 

HK$ 

TencentHoldings 0700 

267.60 

-2.62 

41.06 

¥ 

TokioMarineHldg 8766 

4700.00 

0.56 

-2.00 

¥ 

ToyotaMtr 

7203 

5932.00 

-0.82 

-13.75 

AU$ Wesfarmers 

WES 

42.70 

1.14 

1.33 

AU$ WestpacBanking WBC 

30.50 

0.56 

-6.44 

AU$ Woolworths 

WOW 

26.05 

0.73 

8.09 

Stoxx 50 ; 

CHF 

ABB 

ABBN 

24.33 

0.08 

13.27 

€ 

ASMLHolding 

ASML 

117.50 

-1.30 

10.17 

€ 

AXA 

CS 

23.74 

0.11 

-1.02 

€ 

AirLiquide 

Al 

108.50 

-0.37 

2.70 

€ 

Allianz 

ALV 

170.90 

0.03 

8.85 

€ 

AB InBev 

ABI 

103.85 

-0.29 

3.28 

£ 

AstraZeneca 

AZN 

5234.00 

0.36 

17.95 

€ 

BASF 

BAS 

83.84 

-0.39 

-5.06 

€ 

BNP Paribas 

BNP 

62.82 

-1.23 

3.75 

£ 

BT Group 

BT.A 

309.55 

0.23 

-15.63 

€ 

BancoBilVizAr 

BBVA 

7.28 

-1.06 

14.70 

€ 

BancoSantander 

SAN 

5.78 

-0.34 

16.58 

£ 

Barclays 

BARC 

210.00 

0.38 

-6.02 

€ 

Bayer 

BAYN 

118.10 

1.37 

19.14 

£ 

BP 

BP. 

466.70 

-1.14 

-8.42 

£ 

BritishAmTob 

BATS 

5530.00 

0.53 

19.66 

€ 

Daimler 

DAI 

64.61 

-0.90 

-8.64 

€ 

DeutscheTelekom 

DTE 

17.73 

-0.31 

8.38 

£ 

Diageo 

DGE 

2327.00 

0.17 

10.28 

€ 

ENI 

ENI 

14.09 

-1.61 

-8.92 

£ 

GlaxoSmithKline 

GSK 

1703.50 

1.82 

9.06 

£ 

HSBC Hldgs 

HSBA 

675.60 

0.06 

2.85 

€ 

INGGroep 

INGA 

14.89 

-0.27 

11.37 

£ 

ImperialBrands 

IMB 

3629.00 

0.60 

2.44 

€ 

IntesaSanpaolo 

ISP 

2.55 

-0.16 

5.03 

€ 

LVMHMoetHennessy 

MC 

227.15 

0.20 

25.22 

£ 

LloydsBankingGroup 

LLOY 

70.59 

-0.75 

12.93 

€ 

LOreal 

OR 

190.45 

0.45 

9.83 

£ 

NationalGrid 

NG. 

1089.50 

0.05 

4.95 

CHF 

Nestle 

NESN 

82.65 

0.36 

13.14 

CHF 

Novartis 

NOVN 

79.30 

0.89 

7.02 

DKK 

NovoNordiskB 

NOVO-B 

281.40 

0.21 

10.48 

£ 

Prudential 

PRU 

1736.00 

-0.23 

6.67 

£ 

ReckittBenckiser 

RB. 

7938.00 

0.15 

15.28 

£ 

RioTinto 

RIO 

3102.50 

-2.53 

-1.77 

CHF 

RocheHIdgctf 

ROG 

265.80 

-0.34 

14.27 


% YTD% 


Cur Stock 

Sym 

Last 

Chg 

Chg 

£ 

RoyDtchShellA 

RDSA 

2100.00 

-0.71 

-6.35 

€ 

SAP 

SAP 

95.44 

0.36 

15.25 

€ 

Sanofi 

SAN 

88.17 

0.70 

14.66 

€ 

SchneiderElectric 

SU 

68.56 

-0.39 

3.71 

€ 

Siemens 

SIE 

127.05 

0.51 

8.78 

CHF 

Syngenta 

SYNN 

463.00 

0.06 

15.03 

€ 

Telefonica 

TEF 

9.95 

-0.26 

12.83 

€ 

Total 

FP 

47.27 

-0.60 

-2.01 

CHF 

UBSGroup 

UBSG 

15.40 

-1.72 

-3.45 

€ 

Unilever 

UNA 

50.70 

0.52 

29.62 

£ 

Unilever 

ULVR 

4331.50 

0.50 

31.56 

€ 

Vinci 

DG 

77.73 

1.55 

20.14 

£ 

VodafoneGroup 

VOD 

231.50 

1.03 

15.84 

CHF 

Zurichlnsurance 

ZURN 

284.70 

0.60 

1.53 


DJIA 1 

$ 

AmericanExpress 

AXP 

76.57 

-0.67 

3.36 

$ 

Apple 

AAPL 

153.05 

-0.40 

32.14 

$ 

Boeing 

BA 

187.97 

0.58 

20.74 

$ 

Caterpillar 

CAT 

104.92 

-0.52 

13.13 

$ 

Chevron 

CVX 

103.10 

-0.92 

-12.40 

$ 

CiscoSystems 

CSCO 

31.66 

-0.05 

4.78 

$ 

Coca-Cola 

KO 

45.55 

0.26 

9.86 

$ 

Disney 

DIS 

107.75 

-0.54 

3.39 

$ 

DuPont 

DD 

77.71 

0.04 

5.87 

$ 

ExxonMobil 

XOM 

80.51 

-0.73 

-10.80 

$ 

GeneralElec 

GE 

27.25 

-0.42 

-13.78 

$ 

GoldmanSachs 

GS 

211.11 

-3.35 

-11.84 

$ 

HomeDepot 

HD 

153.97 

0.06 

14.83 

$ 

Intel 

INTC 

36.07 

-0.30 

-0.55 

$ 

IBM 

IBM 

152.41 

0.45 

-8.18 

$ 

JPMorganChase 
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11.54 
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McDonalds 

MCD 
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Merck 
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10.75 

$ 

Microsoft 

MSFT 
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Nike 
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4.74 
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Pfizer 
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$ 

Procter&Gamble 
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3M 
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14.10 

$ 

Travelers 
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$ 
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21.92 

$ 
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U.K. Vote Vexes Investors 



Labour Party leader Jeremy Corbyn, left, and U.K. Prime Minister Theresa May seen in November 


Shanghai Stocks Fall 
For a Third Month 


Opinion polls' mixed 
results lead investors 
to consider scenarios 
once written off 

By Christopher Whittall 
And Mike Bird 


The pound fluctuated 
Wednesday as opinion polls 
gave mixed messages on next 
week's U.K. general election, 
heralding the return of politics 
as the crucial driver of British 
markets. 

Sterling fell by as much as 
0.5% to below $1.28 after a poll 
showed the ruling Conserva- 
tive Party might not win a Par- 
liamentary majority— a sce- 
nario few had previously 
contemplated. The pound then 
rebounded to $1.2901 in late 
European afternoon trade, a 
gain of 0.3% on the day, after 
another survey indicated 
Prime Minister Theresa May's 
party has a commanding lead. 

Investors still anticipate a 
win for Mrs. May, but are pon- 
dering what was previously 
unthinkable: an unconvincing 
victory for the incumbent gov- 
ernment. Analysts are scram- 
bling to churn out research on 
election scenarios that were 
until recently all but ruled out. 

"The assumption of markets 
when the election was called 
was that she'd get a big major- 
ity," said Samuel Tombs, chief 
U.K. economist at Pantheon 
Macroeconomics. "That as- 
sumption is clearly starting to 
be challenged." 

Investors sent the pound 
more than 2% higher in April 
when Mrs. May called the vote, 
with investors betting she 
would win a sizable majority 
that would strengthen her 
hand in negotiations over Brit- 
ain's exit from the European 
Union. 

But the Labour Party has 
crept up in recent polls. Its 
leader, Jeremy Corbyn, is con- 
sidered to be the party's most 
left-wing leader in a genera- 
tion. The self-described social- 
ist has promised to nationalize 
rail and water companies, raise 


the minimum wage and in- 
crease taxes on corporations 
and the top 5% of earners. 

"If we get a Labour win or 
hung Parliament [in which no 
party wins enough seats to a 
form a government], I think 
we're in for some volatility," 
said Paul Markham, a portfolio 
manager at Newton Invest- 
ment Management. 

Analysts say Mrs. May 
needs a large majority to face 
down restive lawmakers in her 


An unconvincing win 
for the incumbent 
government would 
upend expectations. 


own party who are calling for 
a swift and clean exit from the 
EU. Investors would prefer the 
U.K. to stay close to the bloc— 
its largest trading partner— 
and for changes to trading and 
other arrangements to be stag- 
gered. 

Investment banks have is- 
sued a slew of reports on how 
markets might react to differ- 
ent election scenarios, al- 
though many investors are 


wary of second-guessing, given 
polls failed to guess the result 
of Britain's 2015 general elec- 
tion, the Brexit vote in June 
and Donald Trump's November 
election victory in the U.S. 

The market moves that fol- 
lowed the U.K.'s vote to leave 
the EU and the U.S. election 
wrong-footed some investors, 
too. Stock markets swiftly 
bounced back following the 
Brexit vote, while an overnight 
slide in S&P 500 futures fol- 
lowing Mr. Trump's victory 
turned into a sharp rally once 
stock markets opened. 

"We had these big events 
that came in different than ex- 
pected and then the market re- 
acted again [in a different way 
than anticipated]," said An- 
dreas Konig, head of foreign 
exchange in Europe for Pioneer 
Investments. 

Analysts are unclear how 
the pound might react to Brit- 
ain's vote next week. 

A hung Parliament would 
normally be seen as negative 
for sterling, Paul Meggyesi, a 
strategist at J.P. Morgan, said 
in a note. But it could boost 
the currency if it leads to a co- 
alition of centrist and left- 
wing parties, such as Labour 
and the Liberal Democrats, 
that opened up the prospect of 


a softer Brexit, he said. How- 
ever, it is uncertain how La- 
bour's anticipated domestic 
policies may weigh on sterling. 

Nomura predicts a two- 
stage reaction for the pound if 
Mr. Corbyn wins. 

"We think at first it would 
head lower, as increased un- 
certainty would lead to re- 
duced [investment] inflows," 
said Jordan Rochester, a for- 
eign-exchange strategist. But 
subsequently, expectations of a 
softer Brexit deal and higher 
government spending could 
drive sterling upward. 

Sterling movements are 
particularly relevant for the 
FTSE 100, whose component 
companies generate around 
70% of their revenues over- 
seas. A weaker pound tends to 
make those earnings more 
valuable and has helped push 
the U.K.'s benchmark stock in- 
dex to record closes in recent 
days. 

However, that could change 
if the polls continue to narrow, 
given what many see as a very 
antibusiness Labour platform, 
said Mr. Markham. Equity 
strategists at J.P. Morgan high- 
lighted a variety of companies 
that would likely be worse off, 
including banks, retailers and 
defense companies. 


By Kenan Machado 
And Akane Otani 


Upbeat economic data 
helped send Chinese stocks 
higher in their first trading 
day of the week, but the 
benchmark Shanghai Compos- 
ite index ended May with a 
loss of 1.2%, its third consecu- 
tive monthly decline. 

An offi- 

WEDNESDAYS cial mea- 
MARKETS sure of 
China's fac- 
tory activ- 
ity stayed in expansionary ter- 
ritory in May, as did its official 
nonmanufacturing purchasing 
managers' index, news inves- 
tors interpreted as a sign that 
there hasn't been a significant 
economic impact from Bei- 
jing's efforts to crack down on 
leverage and shadow banking. 

The results were "slightly 
better than expected," said 
Hao Hong, head of research at 
Bocom International. "Though 
the recovery momentum is de- 
celerating," May's increase in 
the service-sector reading was 
encouraging, he added. China 
has been trying to shift its 
economy to rely more on ser- 
vice industries. 

The Shanghai index ended 
the day at 3117.18, up 0.2% 
from Friday but down 3.8% 
over the past three months. 
Chinese markets were closed 
for the first two days of this 


week for a holiday. 

In Japan, where stocks have 
been under pressure from a 
rising yen, the Nikkei Stock 
Average fell 0.1% Wednesday, 
but ended May with a gain of 
2.4%. 

U.S. stocks fell Wednesday, 
dragged down by financial 
shares. Near midday, the Dow 
Jones Industrial Average was 
down 21 points, or 0.1%, to 
21007. The S&P 500 declined 
0.2% and the Nasdaq Compos- 
ite lost 0.2%. 

Declines in bank stocks 
pressured major indexes after 
executives at J.P. Morgan 
Chase & Co. and Bank of 
America signaled that second- 
quarter trading was weaken- 
ing, after a series of strong 
quarters that have boosted 
bank results. 

Financial stocks in the S&P 
500 fell 1%, deepening their 
losses for the month, while the 
KBW Nasdaq Bank Index of 
large U.S. commercial lenders 
shed 1.5%. 

Overall, U.S. stocks climbed 
in May as upbeat corporate 
earnings and signs of a 
steadying global economy 
helped investors look past 
sliding commodity prices, as 
well as political uncertainty. 

The Stoxx Europe 600 
ended May with a gain of 
0.75%, marking a fourth con- 
secutive month of higher 
prices. 



J.P. Morgan Chase signaled that trading is slowing down. 


• • • • 


t t 


THE WALL STREET JOURNAL. 

D.LIVE 

ASIA 


w.;3 ; 


•X: i : r.! : ' 

• t:>Z 

: }•! : i ' i i J >• !. • ? 


m 





JUNE 8-9, 2017 

HONG KONG & SHENZHEN 

The Wall Street Journal's premier technology event is coming to Asia for the first time. 
D.LIVE Asia will assemble an elite group of global executives, founders and innovators 
from leading brands such as Microsoft, Tencent, Baidu, Andreessen Horowitz and more 
to discuss the latest technology developments in the Asia-Pacific region and beyond. 


PROGRAM HIGHLIGHTS 


2050: A TECH ODYSSEY 

YURI MILNER 


Founder 
DST Global 


CHINA'S TRAVEL JUGGERNAUT SPREADS ITS WINGS 


JANE JIE SUN 

BEYOND SEARCH 

LU Ql 


Director and CEO 
Ctrip.com 


Vice Chairman, Group President and COO 
Baidu 


THE SINGULARITY AGE 


ANDREW NG 
DOUG PARKER 

TONG ZHANG 


Adjunct Professor, Stanford University 
Co-Chairman and Co-Founder, Coursera 

COO 

Nutonomy 

Executive Director 
Al Lab, Tencent 


D.LIVE is by invitation. To learn more about the full program and for more information visit DLIVEAsia.wsj.com. 
Proudly supported by: 


©. * 

HIIAWFI 


MetLifeFoundation Morgan Stanley SIXCAP ulyssejnardiim 


THE WALL STREET JOURNAL. 

Read ambitiously 


5 2017 Dow Jones & Co., Inc. All rights reserved. 6DJ5490 


MIKE SEGAR/REUTERS 



For personal non-commercial use only. Do not edit or alter. Reproductions not permitted. 

To reprint or license content, please contact our reprints and licensing department at +1 800-843-0008 or www.djreprints.com 

B8 | Thursday, June 1, 2017 


THE WALL STREET JOURNAL. 


MARKETS 

Portugal Emerges as a Bond-Market Star 



Tourism makes up 6.4% of Portugal's GDP, the highest on record. Here, southern Portugal. 


A Standout on the Periphery 

Portugal has has led a recent slide in bond yields... 

Change in yields on 10-year government debt since first round of 
French election 

0.2 percentage points 



Italy 
Spain 
I France 
Ireland 


I Portugal 


...and cash is pouring into stocks. 

Flows of money into eurozone equity funds' 



*Net flows as a share of the assets managed by these funds 
Sources: Tradeweb (yields); EPFR (flows) 


Debt yields fall as local 
economy thrives and 
French vote eases 
European political fear 

The rally in eurozone bonds 
has a surprising star: Portugal. 


By Jeannette 
Neumann in Lisbon 
and Jon Sindreu 
in London 


Investors have been rushing 
into eurozone debt of late, 
lured by a mix of buoyant eco- 
nomic data and relaxation of 
political risk. And Portugal, 
among the European Union's 
smallest members and one 
that suffered through a bruis- 
ing bailout six years ago, has 
benefited from the flood of 
capital flowing to Europe's pe- 
riphery. 

Yields on Portuguese 10- 
year debt closed at 3.092% 
Tuesday, at eight-month lows. 
That is a sharp reversal from 
the 4.3% reached in February, 
when borrowing costs rose on 
fears the French would elect 
anti-EU candidate Marine Le 
Pen as president. Instead, the 
April 23 victory of Emmanuel 
Macron in the first round of 
the election sparked a relief 
rally across Europe. 

Money flowing into Portu- 
guese equity funds has rock- 
eted since, figures by EPFR 
Global show, much more than 
elsewhere in the eurozone. 
Portuguese 10-year yields have 
also led the fall and dropped 
0.7 percentage point, com- 
pared with 0.1 percentage 
point for Italian yields. Yields 
decline as bond prices rise. 
Only Greek yields have fallen 
more, but for a different rea- 
son-expectations that inter- 
national creditors will eventu- 
ally unlock new bailout funds. 

Bond investors have been 
further cheered by data show- 
ing that the three-year eco- 
nomic recovery in Portugal, 
where 10-year borrowing costs 
rose above 16% at the height 


of the sovereign-debt crisis in 
2012, is accelerating. Portu- 
gal's economy expanded by an 
estimated 2.8% year over year 
in the first quarter, the fastest 
pace in nearly a decade. An- 
nual growth is expected to 
continue but to ease to an av- 
erage of about 1% to 1.5% in 
the medium term, according to 
Moody's Investors Service. 

"The facts would suggest 
you are past the point of 
greatest grief," says Steven 
Andrew— a fund manager at 
M&G Investments, a £265 bil- 
lion ($341 billion) asset man- 
ager— who was long cautious 
about Portugal but turned into 
an enthusiastic buyer earlier 
this year. 

Portugal remains, however, 
one of Europe's weakest links. 
Only credit-rating firm DBRS 
Ltd. considers the country's 
debt to be investment grade. 
Without at least one invest- 
ment-grade rating, Portugal 


would lose access to the Euro- 
pean Central Bank's bond-buy- 
ing program. Moody's and the 
two other major credit-rating 
firms each rate Portugal's debt 
in junk territory because of 
the country's high government 
debt and weak banking sector. 

Despite the hurdles to a 
deeper economic recovery, 
business owners such as shoe 
designer Luis Onofre say they 
are feeling the nascent opti- 
mism in Portugal. The coun- 
try's bailout years were "a dark 
period," Mr. Onofre said, but 
"the clouds have gone away." 

Visitors have poured into 
Portugal, fearful of terrorist 
attacks in France, Turkey and 
Egypt. Tourism now makes up 
6.4% of gross domestic prod- 
uct, the highest on record and 
far above the 4.6% level 
reached in 2011, according to 
data by the World Travel & 
Tourism Council. 

That has given Mr. Onofre, 


46 years old, the confidence to 
open a store that bears his 
name in Porto, a city famous for 
its sweet wine. An existing shop 
on Lisbon's main fashion strip, 
Avenida da Liberdade, where he 
sells high-end men's and 
women's shoes made in two 
factories in Portugal, is thriving. 

Portugal hasn't been long 
on optimism in recent years. A 
debt bubble and rampant pub- 
lic spending— Portugal's bud- 
get deficit was nearly 10% of 
GDP in 2010— forced the coun- 
try to take a €78 billion ($87 
billion) international rescue 
package in 2011. It is recover- 
ing from the double-dip reces- 
sion that followed the bailout. 

"It has taken a decade, al- 
most a decade, to correct the 
mistakes of a past decade," 
said Carlos Moedas, European 
commissioner for research, 
science and innovation and a 
former Portuguese minister. 

Now, its budget deficit is 


down to 2% of GDP, while busi- 
ness and consumer optimism 
is at levels last reached in 
2001. A coalition between the 
Socialists and other leftist 
parties including Commu- 
nists— an alliance so unlikely 
that it was dubbed “gerin- 
gonga” or "contraption," when 
it was formed in late 2015— 
has governed well, business 
executives and investors say. 

But doubts remain about 
whether the country has made 
enough structural changes to 
ensure a deep and durable re- 
covery, a reminder that Eu- 
rope's peripheral economies 
remain vulnerable. 

Portugal's debt-to-GDP ratio 
is the highest in the EU after 
Greece and Italy and will likely 
remain above 125% in coming 
years. And unlike neighboring 
Spain, Portugal didn't do a 
deep cleaning of its banking 
system. Bad loans make up 
17% of total lending, which is 
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crimping the flow of fresh 
loans. That has in turn stalled 
investment. 

"You see all this bullishness 
around you," said Nuno Vilaga, 
partner at advisory invest- 
ment boutique Raven Capital 
in Lisbon. But, he added, 
"there is a long way to go in 
the financial sector and in the 
industrial sector." 

Like other areas of the pe- 
riphery, such weaknesses leave 
Portugal particularly vulnera- 
ble when the ECB pulls back on 
its extremely loose monetary 
policy, which investors expect 
to happen next year. Portu- 
guese paper could come under 
more pressure if the central 
bank slows its monthly pur- 
chases of bonds, said Patrick 
O'Donnell, senior investment 
manager at Aberdeen Asset 
Management, which oversees 
more than £308 billion. "Small 
markets are much more depen- 
dent" on the ECB, he added. 


HEARD ON THE STREET 

Email: heard@wsj.com FINANCIAL ANALYSIS & COMMENTARY WSJ.com/Heard 


Why Venezuelan Debt Could Pay 


Goldman Sachs's asset- 
management arm is catching 
heat for buying up nearly $3 
billion worth of bonds issued 
by Venezuela's state-owned 
oil company at a knockdown 
price. Given the negative 
vibes, why do highbrow in- 
vestors buy such junk-grade 
bonds in the first place? 

Bonds such as those is- 
sued by Venezuelan oil giant 
Petroleos de Venezuela SA, 
or PdVSA, are among the 
most commonly traded in 
the emerging-markets world. 
Such debt is popular in part 
because it usually comes 
with an implicit— or even ex- 
plicit-government guaran- 
tee, giving investors a mea- 
sure of reassurance. 

It's also hard to avoid. 
State-owned oil companies, 
with their heavy capital 
spending, are big bond issu- 
ers. PdVSA and other fellow 
state-owned oil giants, such 
as Brazil's Petrobras and 
Mexico's Pemex, account for 
80% of quasi-sovereign 
emerging-market bonds, ac- 
cording to Barclays analysts. 
Because trading in these 
bonds is so liquid, investors 
aren't afraid to buy them up 
even when the companies— 


Government Gap 

Yield on government bonds 
versus PdVSA bonds 


35% 



’2016 1 2017 

Sources: Thomson Reuters; Bloomberg (photo) 
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as they do periodically— be- 
come involved in political 
scandals. Last week, amid 
more turmoil in Brazil, $2.55 
billion of Petrobras bonds 
changed hands, some of the 
highest trading volumes in 
emerging markets. 

Trading such debt can be 
lucrative short term. Venezu- 
ela's government debt was 
the best-performing in the 
high-yield emerging-market 
sovereign-bond universe last 
week, with an 8.39% total re- 
turn; PdVSA's returned 
11.03% over the same period. 



A Petroleos de Venezuela gas 
station in Caracas 


PdVSA's bonds trade with a 
lower yield than Venezuela's 
sovereign debt, in part be- 
cause the company owns the 
rights to most of the coun- 
try's oil reserves. 

There is opportunity for 
huge long-term gain too. 
Many analysts reckon Vene- 
zuela could eventually be 
forced into a debt restruc- 
turing that would include 
PdVSA's debt, which ac- 
counts for half of the coun- 
try's foreign debt. The com- 
pany's bondholders could 
face a long, painful fight: 


PdVSA's bond prospectuses 
note that outside bondhold- 
ers would be subordinated 
to company employees in 
such circumstances. Still, pa- 
tience can pay off. Paul 
Singer's hedge fund Elliot 
Management raked in an al- 
most 400% gain after hold- 
ing out for 15 years after an 
Argentinian sovereign-debt 
default. PdVSA's bonds, like 
Argentina's, don't have 
clauses that would force a 
deal on investors, but most 
Venezuelan government 
bonds do. Such sovereign- 
debt restructuring can help 
governments presiding over 
collapsing economies use 
credit more efficiently. 

Goldman Sachs Asset 
Management might offend 
some with its opportunism. 
Still, trading of debt such as 
PdVSA's is commonplace in 
secondary markets. By trad- 
ing or holding such debt, 
fund managers usually aren't 
directly funding governments 
themselves. And if their ac- 
tions eventually lead to coun- 
tries like Venezuela getting 
their finances in better order 
they might— whisper it 
softly— even have a positive 
impact. —Anjani Trivedi 


OVERHEARD 


The drone business can be 
turbulent even for those com- 
panies that aren't making 
drones. 

Ask Ambarella. Shares of 
the chip maker that designs 
the high-definition image pro- 
cessors that are key compo- 
nents in camera-bearing 
quadcopters fell sharply on 
Tuesday. 

An analyst downgraded 
Ambarella's stock on the be- 
lief that drone giant DJI went 
with another chip for its 
Spark drone unveiled last 
week. 

As the undisputed drone 
market leader, DJI is believed 
to be one of Ambarella's larg- 
est customers. Such concen- 
tration brings risk. 

Ambarella already had pro- 
jected a drop in drone reve- 
nue, citing difficult compari- 
sons resulting from the 
timing of new product 
launches. 

The Spark's compact size 
and low price relative to 
other consumer camera 
drones will likely make the 
drone a top seller— and the 
air even thinner around those 
drone companies not named 
DJI. 


Growth but 

Mario Draghi justifies the 
European Central Bank's 
ultraloose policy by pointing 
to the wide divergence be- 
tween growth, of which there 
is plenty, and inflation, of 
which there isn't. Fresh data 
out Wednesday fit that stance 
well, meaning next week's 
ECB meeting will signal small 
tweaks in direction at best. 

First, the good news. Eu- 
rozone unemployment fell to 
9.3% in April, its lowest 
since March 2009 and down 
nearly a full percentage 
point from a year earlier. 
Combined with buoyant indi- 
cators of sentiment and eu- 
rozone growth running near 


No Inflation Will Keep 


Hard Core 

Eurozone consumer prices, 
change from a year earlier 



All 

items 

Core" 


-"Excludes energy, food, alcohol and tobacco 
Source: Eurostat 
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2% annualized, well above 
potential, the outlook for the 
currency bloc's economy 
looks promising. 


Up to a point. Inflation un- 
dershot expectations in May. 
Headline inflation fell to 1.4% 
from 1.9% a month earlier, 
with "core" inflation— exclud- 
ing energy, food, alcohol and 
tobacco— down to 0.9%. With 
distortions related to swings 
in the oil price and the tim- 
ing of Easter unwinding, 
there is little sign yet of in- 
flation meeting the ECB's cri- 
teria that a rise be self-sus- 
taining and persistent, rather 
than transitory before it 
shifts policy significantly. 

All this means the central 
bank is likely to stick to the 
status quo, for the most 
part. The ECB has pushed 


ECB Chugging Along 


back against calls for it to 
move away from its contin- 
ued bond purchases and neg- 
ative interest rates. It could, 
however, tweak its guidance 
on future action, which still 
indicates that the ECB could 
loosen policy further. Re- 
vised guidance would itself 
signal confidence in the 
growth outlook. Markets 
aren't expecting the ECB to 
do more, so removing that 
option shouldn't come as any 
surprise and shouldn't cause 
an unwanted tightening of fi- 
nancial conditions. 

The inflation trend sug- 
gests that Mr. Draghi will 
continue to stress that the 


ECB can't take any risks by 
tightening prematurely. The 
threat of deflation may have 
receded, but until core infla- 
tion shows some sign of sus- 
tained upward movement, 
the ECB won't be rushing for 
the QE exit. 

The ECB will face greater 
pressure later this year as its 
bond purchases eat into the 
stock of available assets, 
particularly in Germany. At 
some point, the bank will 
need to reduce the pace of 
purchases. Still, if there is a 
change in the ECB's commu- 
nications next week, expect a 
small step, not a giant leap. 

—Richard Barley 


A New Plan 
To Resurrect 
Ericsson 

The crisis facing Swedish 
telecom giant Ericsson has 
two faces: a difficult market 
and little faith in manage- 
ment's ability to deal with it. 

The arrival of Europe's 
largest activist fund manager 
on the shareholder register 
won't help with the first 
problem, but it does ease the 
second. 

With about €15 billion 
($16.7 billion) under manage- 
ment, Cevian Capital plays a 
soft activist game, taking big 
positions in underperform- 
ing European industrial 
groups, obtaining board rep- 
resentation and then pushing 
behind the scenes for opera- 
tional improvements to 
boost their margins. 

Last year, profits in the 
core networks business col- 
lapsed as mobile operators 
wound down 4G investment 
programs. The old boss, 

Hans Vestberg, resigned in 
July 2016. 

His successor, Borje Ek- 
holm, thinks Ericsson needs 
to slim down and reinvest in 
its core business. Cevian 
agrees, but it wants to make 
sure the changes happen; the 
company's record of cutting 
costs is poor, and Mr. Ek- 
holm isn't a proven operator. 

Under Swedish law, Ce- 
vian can use its status as the 
third-largest shareholder by 
number of votes to gain a 
seat on the nomination com- 
mittee that controls board 
appointments. 

Investors showed their ap- 
proval of the development 
by sending the shares up 5% 
Wednesday. 

The advent of 5G technol- 
ogy some time after 2020 
could spark another wave of 
investment by carriers, 
prompting a temporary up- 
turn. But with long-term 
prospects grim, it will all be 
about timing the exit. 

—Stephen Wilmot 



